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WEDNESDAY,  MAY  4,  1932 

House  of  Representatives, 
Committee  on  Agriculture, 

^Vashington^  D.  C. 

The  conmiittee  met  at  10  oulock  a.  m.,  Hon.  ^larvin  Jones  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order. 

The  committee  agreed  to  hear  the  representatives  of  some  of  the 
farm  groups  this  morning,  in  connection  with  some  suggestions  that 
they  have  to  make  to  the  committee.  Those  gentlemen  are  here,  and 
we  will  be  very  glad  to  hear  them. 

STATEMENT  OF  EDWARD  A.  O’NEAL.  PRESIDENT  AMERICAN 

FARM  BUREAU  FEDERATION 

Mr.  O'Xeal.  Mr.  Chairman,  on  behalf  of  the  three  national  farm 
organizations,  the  Grange,  the  Farmers’  Union,  and  the  American 
Farm  Bureau,  we  would  like  to  present  our  composite  bill,  which  was 
presented  last  week  to  the  Senate  Committee  on  Agriculture  and 
Forestry. 

It  is  not  our  desire  this  morning  to  appear  to  be  critical  of  the 
legislation  which  Congress  has  mainly  devoted  itself  to  this  session, 
and  in  so  doing  undoubtedl}^  has  excluded  farm  legislation  from  that 
active  consideration  which  it  should  have  been  accorded.  But,  in 
justice  to  the  people  on  the  farm,  whom  I represent,  I must  state 
tliat  only  in  an  indirect  way,  and  in  regard  of  some  legislation  al- 
ready enacted  this  session,  not  at  all,  do  the  measures  already  enacted 
benefit  agriculture. 

Tile  session  is  now  drawing  to  a close,  according  to  all  present  ap- 
pearances. Only  a few  weeks  yet  remain  in  which  to  give  special 
attention  to  bills  pending  on  agricultural  matters.  We  hope  and  ex- 
pect, and  I am  sure  have  every  right  to  hope  and  expect,  that  this 
committee  Avill  now  begin  considering  legislation  wTiich,  when  en- 
acted, will  have  a beneficial  effect  on  the  prices  of  farm  commodities. 
This  statement  must  not  be  interpreted  as  meaning  price  fixing;  but 
we  have  an  agricultural  cooperative  marketing  system  wliich  was 
designed  to  give  the  farmer  the  control  of  his  commodity  from  the 
time  the  seed  goes  into  the  ground  until  the  fruit  thereof  is  marketed. 
'That  is  wliat  1 mean  bv  legislation  which  has  an  influence  on  price. 

AVe  Avant  control  of  our  commodity  and  we  can  not  get  it  merely 
by  extension  of  credits,  or  by  continuation  of  a marketing  act  un- 
amended, Avhich,  if  administered  through  stabilization  activities 
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and  otlierwise  to  reflect  a farm  price,  must  do  so  at  the  risk  of  de- 
pleting the  Federal  Treasury. 

We  want  the  marketing  act  amended  by  including  in  it  the  equali- 
zation fee.  the  debenture,  and  the  allotment  plans,  so  that  any  one 
or  more  of  them  may  be  used  optionally'  by  the  board  as  ditlerent 
conditions  demand. 

Mr.  Gray  will  present  the  bill,  if  it  meets  \yith  the  pleasure  of  the 
committee,  on  behalf  of  the.se  three  organizations. 

Wo  are  all  here,  ^Ir.  Chairman,  and  if  you  wouM  like  to  have  any 
of  us  sjieak  on  the  bill,  or  if  you  want  any  information,  we  will  be 
glad  to  give  it  to  you. 

We  have  sevei'al  witnes-ses  here,  Mr.  Earl  Smitli.  of  Illinois,  Mr. 
White,  of  Xew  York,  ISIr.  Hearst,  of  Iowa,  and  myself  of  the  Ameri- 
can Farm  Bureau,  and  othe  witnesses  representing  the  Farmers’ 
Union  and  the  Grange,  if  you  need  them.  We  want  to  take  as  little 
of  your  time  as  possible. 

Air.  Gray  will  explain  the  bill  to  the  committee. 

(The  proposed  bill  referred  to  is  as  follows:) 

A BILL  To  amenU  the  Federal  Farm  Board  ict,  approved  Jnnu  15,  1929 


He  it  emuted  hij  the  House  at  h'ci>reseuto tires  of  the  United  States  of 
Anierieu  in  Coin/ress  asKeinttled,  That  the  ajirieultural  riiarketiii"  act  (Public 
No.  10.  approved  .June  15,  1929)  is  aiiieiuled  l>y  adding  after  section  10,  live 


new  sections  as  follows : 

.Skc.  11.  (a)  Fnau  time  to  time,  upon  re(iuest  of  the  advisory  committee  for 
any  agricultural  eummodity.  or  upon  request  of  leading  cooperative  associa- 
tions or  other  organizations  of  producers  of  my  agricultural  commodity,  or 
upon  its  own  motion,  the  board  shall  investigate  the  supply  and  marketing 
situation  in  respect  of  such  agricultural  commodity. 

(ti)  Whenever  upon  such  investigation  the  Ix'ard  finds — 

First.  That  tliere  is  or  may  he  during  the  ensuing  year  a seasonal  or 
year’s  total  surplus.  produce«l  in  the  United  States  and  national  in  extent, 
that  is  in  exces.s  (jf  tlie  requirements  for  the  ordeily  marketing  of  any  agri- 
cultural commoditv  or  in  excess  of  the  domestic  requirements  for  the  com- 


modity; 

Second.  That  tlie  operation  of  the  provisions  of  section  o (relating  to  loans  to 
cooperative  associations  or  corporations  created  and  controlled  by  one  or  more 
cooperative  association)  will  not  he  effective  lo  control  such  surplus  because 
of  the  inability  or  unwillingness  of  the  cooperative  associations  engaged  in 
hauilling  the  commodity,  er  corporations  created  and  controlled  by  one  or 
more  such  cooperative  associations,  to  cmitrnl  such  surplus  with  the  assistance 


of  such  loans ; , 

Third,  That  the  co.st  of  production  of  any  agricultural  commodity  has  been 
asct'rtained  to  be  in  excess  of  the  prevailing  market  price  secured  by  growers 
for  such  commodity  and  an  estimate  has  been  made  for  such  agricultural  com- 
modity as  to  the  part  of  its  domestic  production  which  is  needed  for  con- 
sumption ; anil 

Fourth.  That  the  durability  and  conditions  of  preparation,  proce.ssing,  and 
preserving,  and  the  methods  of  marketing  of  the  commodity  are  such  that  the 
commoditv  is  adapted  to  marketing  as  authorized  by  this  section — then  the 
boai-<i.  after  publicly  declaring  the  condition  existing  relative  to  one  or  more 
of  its  findings,  shall  arrange  to  secure  cost  of  production  for  that  portion  of 
the  crop  sold  in  the  dmne.stic  market  by  marketing  any  part  of  the  commodity 
by  means  of  one  or  more  of  the  plans  hereinafter  authorized  in  Title  I,  Title  II. 
Title  III ; and  shall  continue  until  such  time  as  the  board  finds  that  the  condi- 
tions existing  relative  to  one  or  more  of  its  findings  have  been  corrected  and 
that  such  arrangements  are  no  longer  necessary  or  advisable  for  carrying  out 
tlie  policy  declared  by  section  1. 


Title  I 


Sec.  12.  (at  A marketing  agreement  with  cooperative  associations  engaged 
in  handling  the  commodity  or  corporations  created  and  controlled  by  one  or 
more  cooperative  associations  shall  provide  either— 
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(1)  For  the  withJiohling  by  a cooperative  association,  or  corporation  created 
and  controlled  by  one  or  more  cooptnative  associations,  duviinr  such  period  as 
shall  be  provided  iu  the  agreement,  of  any  |>art  of  the  commodity  delivered  to 
such  cooperative  association  or  associations  by  its  Jiiembers.  Any  such  agree- 
ment shall  provide  for  the  payment  from  the  stabilization  fund  for  the  com- 
modity of  the  cost  arising  out  of  such  withholding;  or 

(2)  For  the  purchase  by  a cooperative  assrieiatiou,  or  corporation  created 
ami  controlled  by  one  or  more  cooperative  associations,  of  any  part  of  the  com- 
modity not  <leiivered  to  such  cooperative  association  or  associations  by  its  meiu- 
hers.  and  for  the  withholding  and  disposal  of  the  commodity  so  purchased. 
Any  such  marketing  agreement  shall  i>rovide  for  the  payment  from  the  stabili- 
zation fund  for  the  commodity  of  the  amount  of  the  losses,  costs,  and  charges 
arising  out  of  the  purchase,  withholding,  and  disposal,  or  out  of  contracts 
therefor,  and  for  the  payment  into  the  stai)ilization  fund  for  the  comino«lity  of 
profits  (after  repaying  all  a<lvaiices  from  the  stabilization  fund  and  deducting 
all  costs  and  charges,  ])rovided  for  iu  the  agreement)  arising  out  of  the  pur- 
chase, withholding,  and  disposal,  or  out  of  contracts  therefor. 

The  board  shall  provide  in  any  such  marketing  agreement  for  tinaucing  any 
withholding,  purchase,  or  disposal  under  such  agreement,  through  advances 
from  the  stabilization  fund  for  the  commodity.  Sin-h  financing  shall  be  ui>ou 
such  terms  as  the  board  may  prescribe,  but  no  such  advance  shall  bear  interest. 

If  the  board  is  of  the  opinion  that  there  are  two  or  more  coopera ti\e  associa- 
tions or  corporations  created  and  controlled  by  one  or  more  cooperative  associa- 
tions capable  of  carrying  out  any  marketing  agreement,  the  board  in  entering 
into  the  agreement  shall  not  unreasonably  discriminate  against  any  such  associa- 
tion or  corporation  iu  favor  of  any  other  such  association  or  corporation.  If 
the  board  is  of  the  opinion  that  there  is  no  such  cooperative  association  or 
corporation  ci*eated  and  controlled  by  one  or  more  cooperative  associations 
capable  of  carrying  out  any  marketing  agreement  for  purchase,  withholding,  and 
disposal,  then  the  board  may  enter  into  the  agreement  with  other  agencies  hut 
shall  not  unreasonably  discriminate  between  such  other  agencies. 

During  a marketing  ]>eriod  fixed  by  the  board  for  any  commodity,  the  board 
may  enter  into  marketing  agreements  for  the  purchase,  withholding,  and  dis- 
posal of  the  food  products  of  such  commodity,  and  all  provisions  of  this  section 
applicable  to  marketing  agreements  for  the  purchase,  withholding,  and  dis- 
posal of  the  commodity,  shall  apply  to  the  agreements  in  rest>ect  of  its  food 
products. 

Any  decision  of  the  board  relating  to  the  commencement,  extension,  or  termi- 
nation of  a marketing  period  shall  require  the  affirmative  vote  of  a majority  of 
the  appointed  members  in  office. 

Tlie  powers  of  the  board  under  this  section  in  respect  of  any  agidculrural 
commodity  shall  be  exercised  in  such  manner,  and  the  marketing  agia>ements 
entered  into  by  the  board  during  any  marketing  period  shall  be  upon  such  terms, 
as  will,  in  the  judgment  of  the  board,  carry  out  the  ixilicy  declared  by  section  1. 

The  United  States  shall  not  be  liable,  directly  or  indirectly,  upon  agreements 
under  this  title  in  respect  of  agricultural  commodities,  in  excess  of  the  amounts 
available  in  the  stabilization,  premium  insurance,  and  revolving  funds. 

(b)  In  order  to  carry  out  marketing  and  price-insurance  agreements  in 
respect  of  any  agricultural  commodity  without  loss  to  the  revolving  fund,  each 
marketed  unit  of  such  agricultural  commodity  produced  in  the  United  States 
shall,  throughout  any  marketing  period  in  respect  of  such  commodity,  contribute 
ratably  its  equitable  share  of  the  losses,  costs,  and  charges  arising  out  of  such 
agreements.  Such  contributicms  shall  be  made  by  means  of  an  equalization 
fee  apportioned  and  paid  as  a regulation  of  interstate  and  foreign  c<»mmerce 
in  the  commodity.  It  shall  be  the  duty  of  the  l>oard  to  apportion  and  collect 
such  fee  in  respect  of  such  commodity  as  hereinafter  provided. 

Prior  to  the  conimencement  of  any  marketing  period  in  resi>eot  of  any  agri- 
cultural commodity,  and  thereafter  from  time  to  time  during  such  marketing 
period,  the  board  shall  estimate  the  probal>le  losses,  costs,  and  charges  to  be 
paid  under  marketing  agreements  in  respect  of  such  commodity  and  under 
price  insurance  agreements  in  respect  of  such  Cinninodity  as  hereinafter  pro- 
vided. Upon  the  iiasis  of  such  estimates,  the  board  shall  from  time  to  time 
determine  and  publish  tlie  amount  of  the  equalization  fee  (if  any  is  required 
under  such  estimates)  for  each  unit  of  weight,  measure,  or  value  designated 
by  the  board,  to  be  uollecfed  upon  such  unit  of  such  agricultural  commodity 
during  any  part  of  the  marketing  period  for  the  commodity.  Such  amount  is 
referred  to  in  this  Title  as  the  equalization  fee."  At  the  time  of  determining 
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find  publisiiin>^  iiiiy  tHiiuilizution  tG8  th(?  Ixjurd  siifill  the  tiine  during 

wliicli  the  particular  fee  shall  remain  in  effect  and  the  place  and  manner  of  its 
payment  ami  collection. 

Under  such  regulations  as  the  hoard  may  itnsenhe,  any  equalization  fee 
determined  iip(»n  hy  the  h<»ard  shall  he  paid,  in  respect  of  each  marketed  unit  of 
such  (‘(tinmodity,  upon  one  of  the  following:  The  ransportation,  processing,  or 
sale  of  such  unit.  The  eqvializaticm  fee  sliall  not  he  collected  more  than  once 
in  respect  of  any  unit.  Tlie  hoard  shall  determine,  in  the  case  of  each  class 
of  transactions  in  the  commodity,  whether  the  e<|Uiilization  fee  shall  he  paid 
upon  transportation,  processing,  or  sale.  The  b<'ard  shall  make  such  deter- 
mination upon  the  basis  of  the  most  effective  and  e«*ononn<*al  means  of  collecting 
the  fee  witii  respect  to  each  unit  of  the  conmiodity  marketed  duiiiig  the  market- 
ing period.  . . 

When  anv  equalization  fee  is  collected  with  n*spect  to  cattle  or  swine,  an 
fee  e(iuivaleut  in  amount,  as  nearly  as  may  be,  shall  be  collected, 
under  such  regulations  as  the  hoard  may  prescnla . upon  the  first  sale  or  other 
disnosiiioii  of  anv  food  product  derived  in  ^vllole  or  in  part  from  ‘-•atlle  or 
swine  rospectivelv,  if  tlie  food  product  was  ou  baud  and  owned  at  the  time 
of  the  commencement  of  the  marketing  period:  Provided,  lhat  any  food  product 
owned  in  good  faith  hy  retail  dealers  at  the  time  of  the  coiiHuencemeut  of  the 
marketing  period  shall  he  exempt  from  the  operation  of  this  sulidu  isioii. 

Umkn-  sucli  regulations  as  the  hoanl  may  prescril.e,  the  equalization  fee 
determined  under  this  section  for  any  agricultural  commodity  produced  in 
the  United  States  shall,  in  addition,  he  collected  upon  the  importation  <>f  each 
desitrnated  unit  of  the  agricultural  commodity  inqiorted  into  the  Lmted  States 
for  consumption  tlierein,  and  an  equalization  fee.  in  an  amount  equivalent  ns 
iienrlv  as  may  be  shall  he  collected  upon  tlie  importation  of  any  food  product 
derived  in  wh'ole  or  in  part  from  the  agricultural  •ouimoility  aud  imported  into 

tlie  United  States  for  consumption  tliereiu. 

The  hoard  muv  liv  regulation  reiiuire  any  person  engaged  in  the  tninsportation, 
processing  or  acquisition  liy  purchase  of  any  agricultural  c.immodity  produced 
in  the  United  States,  or  in  the  importation  of  ary  agricultural  commodity  or 

(1)'  To  tile  returns  under  oath  and  to  report,  in  respect  of  his  transportation, 
proces.siiig,  or  acquisition  of  such  commodity  produced  in  Hie  T-mted  States 
oY  in  respect  nf  his  iinportation  of  the  coimnodity  or  food  product  thereof,  the 
amount  of  eipuilization  fees  payatile  thereon  r.iid  sueh  otlier  tacts  as  may  be 

neeessarv  for  tlieir  payment  or  colloetiou.  „ 

(21  To  collei-t  the  equalization  fee  as  direeted  hy  the  hoard  and  to  account 

^^'*(a^  The  hoard,  under  regulations  prescritied  hy  it,  is  autliorized  to  pay  to 
aii.v  such  person  reipiired  to  collect  such  fees  a reasonable  charge  for  liis 

^^'VlirEverv  person  who,  in  violation  of  the  regulations  prescribed  hy  the 
hoard  fails*  to  collect  or  account  for  any  equalization  fees  shall  be  liable  for 
its  aiuouiit  and  to  a penalty  equal  to  one-half  its  aramiiit  Such  amount  and 
penalty  may  he  recovei-ed  together  in  a civil  suit  brought  hy  the  board  in  the 

name  of  the  United  States.  . , . .. 

(c)  For  each  agricultural  commodity  as  to  which  marketing  agreements 

are  made  hv  the  hoard,  there  shall  he  established  in  accordance  with  regula- 
tions prescriluMl  hv  the  hoard,  a stabilization  fund.  Such  fnml  shall  be  admin- 
istered hy  and  exclusively  nmlor  the  control  of  the  hoard,  and  the  board  shall 
liave  the*  exclusive  power  of  expending  the  moneys  in  sueh  fund. 

(d)  In  ea.se  of  tlie  transfer  of  title  in  pursuance  of  a contract  entered  into 
after  the  eommencement  of  a marketing  period  under  Title  I of  this  act,  in 
resi>ect  of  the  agricultural  commodity,  hut  entered  into  at  a time  when,  and 
at  a specified  price  determined  at  a time  during  \\hieh  a particular  equalization 
fee  is  in  ctTeet.  then  the  equalization  fee  applicable  in  respect  of  sueh  transfer 
of  title  sliall  he  the  equalization  fee  in  elYeet  at  the  time  when  such  specified 
price  was  determined. 

There  sliall  ho  deposited  to  the  credit  of  the  stabilization  fund  for  any 
agricultural  commodity  (1)  advances  from  the  revolving  fund  as  hereinafter 
authorized.  (21  profits  arising  out  of  nuirketiug  agreements  in  respect  of  the 
commodity.  (31  repayments  of  advances  for  financing  tlie  purclutse,  with- 
hohliiur.  or  disposal  of  the  commodity,  and  (4 1 eiinalization  fees  collected  in 
respect  of  tlie  commodity  and  its  imiiorted  fond  j roducts. 

In  order  to  make  tiie  payments  reipiired  hy  a marketing  or  price  insurance 
agreement  in  respe<'t  of  any  agricultural  commodity,  and  in  order  to  pay  the 
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salaries  and  expenses  of  experts,  the  liuard  may,  in  Us  discretiou,  ad\auce  to 
the  ^tahilizatiou  fund  for  such  commodity  out  of  the  revolviug  luud  such 

*^The  \leposUs\o'^the^^^^  a stabilization  fund  shall  he  made  in  puhlic 

depositary  of  the  United  States.  All  general  laws  relating  to  the  embezzle- 
ment, eotiversiou,  or  to  the  improper  luuulliug,  retention,  use,  or  disiMJsal  or 
public  mouevs  of  the  United  States  shall  apply  to  the  profits  aud  equalization 
fees  payable*  to  the  credit  of  the  stabilization  fund  aud  to  moueys  depositcKl  to 
the  credit  of  the  fund  or  withdrawn  theretrom  hut  in  the  custody  of  auy  otlicer 

or  employee  of  the  United  Slates.  . , ^ • i,  i 

There  shall  be  withdruwu  from  the  stabiiizatiuii  tuud  loi*  auy  aarieuuuiai 
commodity  (1)  the  payments  required  by  marketing  ur  price  insurance  agree- 
ments in  respect  of  the  commodity,  (2)  the  salaries  and  expenses  of  such 
experts  as  the  hoard  determines  shall  be  payable  from  such  fund,  (3)  repaj- 
meuts  into  the  revolving  fund  of  advances  made  from  the  revolviug  fund  to 
the  stabilization  fiiud,  together  with  interest  ou  such  amounts  at  a rate  of 
interest  per  annum  equal  to  the  lowest  rate  of  yield  (to  the  iiearest  one-eighth 
of  1 per  centum  of  any  Government  obligation)  hearing  a date  of  issue  subse- 
quent at  the  time  the  advance  is  made  hy  the  hoard,  as  certihed  by  the  Secretary 
of  the  Treasury  to  the  hoard  upon  its  request:  rrovldcd.  That  in  no  case  shall 
the  rate  exceed  4 per  centum  per  annum  mi  the  unpaid  priucipal,  aud  (4) 
service  charges  payable  for  the  collection  of  equalization  fees. 

Title  II 


Seo.  13.  (a)  It  shall  be  the  duty  of  the  iSecretary  of  the  Treasury  to  issue 
to  any  farmer,  cooperative  association,  or  other  person,  ou  application  therefor, 
exi>ort  debentures  with  respect  to  such  quantity  of  any  deheuturable  com- 
modity or  any  manufactured  pro^luct  thereof  as  such  person  may  from  time 
to  time  export  from  the  United  States  to  any  foreign  country.  The  export 
debenture  shall  be  in  an  amount  to  be  computed  under  the  direction  of  the 
Secretary  of  the  Treasury,  in  accordance  with  such  regulations  as  he  may 
prescribe,  at  the  debenture  rate  for  the  commodity  or  product  that  is  iu  effect 
at  the  time  of  exportation.  Any  such  computation  shall  be  linal. 

(b)  As  used  in  this  title  tlie  term  ’*  debentiirable  commodity  ” means 

\l)  Corn,  rice,  wheat,  cotton,  and  tobacco. 

(2)  Any  agricultural  commodity  not  specified  in  subsection  (a;  of  this 
section,  if  the  Federal  Farm  Board  finds  the  issuance  of  export  debentures 
with  respect  to  such  commodity  advisable  in  order  to  carry  out  the  i>olicy 
declared  in  section  1 of  the  agricultural  marketing  act  of  June  15,  1921),  aud 
give  notice  of  such  finding  to  the  Secretary  of  the  Treasury. 

(c)  The  issuance  of  export  debentures  with  respect  to  debenturable  com- 
modities specified  in  subsection  (a)  of  the  preceding  section  shall  commence 
on  July  1,  1932,  and  continue  until  otherwise  provided  by  law,  and  their 
issuance  with  respect  to  other  del>enturable  commodities  shall  commence  and 
terminate  at  the  time  prescribed  by  the  Federal  Farm  Board. 

(d)  In  order  to  procure  the  issuance  of  an  export  debenture  with  respect 
to  any  commodity  or  manufactured  product,  the  farmer,  cooperative  associatioji, 
or  other  i)ersoii  shall,  in  accordance  with  such  regulations  us  the  Secretary  of 
the  Treasury  may  prescribe,  make  application  for  such  debenture  and  submit 
satisfactory"  proofs  (1)  that  the  commodity  to  be  exi»orted  was  produced  in 
the  United  States  and  has  not  previously  been  exported  therefrom,  or  (2)  tl.at 
the  commodity  use<l  in  making  the  manufactured  product  to  he  exported  was 
l>roduced  iu  the  United  States  and  the  manufactured  products  have  not  previ- 
ously l>een  exported  therefrom. 

(e)  An  export  debenture,  w'heu  presenteil  hy  the  bearer  thereof  witliiii  *ne 
year  from  the  date  of  issuance,  shall  be  receivaide  at  its  face  ^alue  hy  any 
collector  of  customs,  or  deputy  collector  of  customs,  ov  oTlier  person  authorized 
by  law  or  by  regulation  of  the  Secretary  of  the  Treasury  to  perfenm  the  duties 
of  collector  of  customs,  iu  payment  of  duties  collectible  against  articles  iinpuried 
by  the  bearer.  Title  to  any  export  debenture  shall  he  transferal de  by  4ielivcry. 
In  ord('i*  to  prevent  any  undue  speculation  in  the  handling  of  such  export  deben- 
tures, the  Secretary  of  the  Treasury  is  authorized  and  directed,  under  sm  h rules 
and  regulations  as  he  may  jtrescribe,  to  pro^'ide  for  the  redempti<m  of  such 
export  debentures  from  any  money  iu  the  Treasury  derived  from  the  pa\ment 
of  duties  collectible  against  articles  imported  at  a rate  of  Jiot  less  than  9s  per 
centtim  of  the  face  value  of  such  export  debentures. 
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(f)  Dehenture  rates  in  etfect  at  any  time  with  resiieet  to  any  dehenturable 
•onmiodity  shall  he  one-half  the  rate  of  duty  in  effort  at  such  lime  with  respect 

0 imports  of  such  commodity,  except  that  the  debenture  rare  on  the  following: 
commodities  shall  be  the  amount  set  forth  opposite  each  such  commodity, 
•espectively : 

(1)  Corn  or  maize,  7%  cents  per  bushel  of  tifty-six  pounds; 

(2)  Rice,  one-half  of  1 per  cent  per  pound; 

(3)  Wheat,  21  cents  per  bushel  of  sixty  pounds; 

U)  Cotton,  2 cents  per  pound; 

(0)  Tobacco.  2 cents  per  pound; 

(6)  The  debenture  rate  in  effect  at  any  time  with  -espect  to  any  manufactured 
)roduct  of  anv  dehenturable  commodity  shall  be  an  amount  sulficieiit  as  nearly 
IS  may  be,  to'equal  the  debenture  that  would  be  issuable  upon  the  exportation 
tf  the  iiuantity  of  the  tlebenturable  commodity  used  or  consumed  in  the  maiiu- 
•'acture  of  the" exported  manufactured  product,  as  prescribe<l  and  promulgated 

'rom  time  to  time  by  said  board.  , 

(cr)  Regulations  requiring  that  metal  tags  or  other  appropriate  markings  be 
Placed  on  all  bales  of  (*otton  prc^luced  in  foreign  countries  and  allowed  transit 
through  the  United  States  for  exportation  may  be  prescribed  by  the  Secretary 
>f  the  Treasury  Everv  person  who  violates  any  such  regulation  of  said  board 
diall  l)e  liable' to  a civil  penalty  of  $100  for  each  such  offense.  Such  penalty 
nay  be  recovered  in  a civil  suit  brought  by  said  board  in  the  name  of  the 
United  States.  On  and  after  July  1,  next  following  the  passage  of  this  title, 

1 custom's  duty  of  four  cents  per  pound  shall  he  levied,  collected,  and  paid  on 
ill  cotton  imported  into  the  United  States  or  Port<*  Rico,  in  the  same  manner 
as  other  customs  duties  are  levied,  collected,  and  peid. 

(h)  The  Secretary  of  the  Ti-easury  shall  prepare  and  issue  all  export  de^m- 
nros.  Export  debentures  issued  under  authority  nf  this  title  shall  be  obliga- 
ions  of  the  United  States  within  the  definition  in  st-ction  147  of  the  act  entitled 
‘An  act  to  codify,  revise,  tmd  amend  the  i»enai  laws  of  the  United  States,” 
approved  March  4,  11X>9,  as  amended  (U.  S.  C.,  title  18,  sec,  201). 

(1)  Any  person  who  shall  make  any  false  statement  for  the  purpose  of  fraud- 
.liontly  procuring,  or  shall  attempt  in  any  manner  fraudulently  to  procure,  the 
Lssnance  or  acceptance  of  any  export  debenture,  whether  for  the  benefit  of  such 
nerson  or  of  any  other  person,  shall  be  fined  not  more  than  $2,000  or  imprisoned 
not  more  than  one  year,  or  both, 

ij)  In  order  to  prevent  undue  stimulation  in  the  production  of  any  deben- 
nrable  aurivultural  commodity,  whenever  said  hoard  finds  timt  the  production 
:»f  any  dehenturable  agricultural  commodity  during  any  crop  year  has  exceeded 
the  average  annual  production  of  such  dehenturable  agricultural  commodity 
for  tlie  prectMling  five  yi^ars  said  board  shall  proclaim  such  fact,  and  the  deben- 
ture rates  for  such  commodity  shall  be  reduced  by  the  percentage  hereinafter 
fixtHl,  Such  reductions  shall  become  effective  on  the  date  fixed  in  such  procla- 
mation. not  less  than  sixty  days  from  the  date  of  the  issuance  thereof,  and  shall 
remain  in  effect  for  one  year.  The  term  “crop  year,”  as  used  in  this  para- 
£rra]>h.  means  a twelve  months’  period  beginning  at  a time  designated  by  said 
board.  Reductions  in  debenture  rates  under  this  joint  resolution  shall  be  made 
in  fo'cordance  with  the  following  percentages: 

(1  ) For  an  increase  in  production  of  less  than  20  per  centum,  there  shall  be 
Qo  reduction; 

(2)  For  an  increase  in  production  of  20  per  centum  but  less  than  30  i)er 
?entum.  tliere  shall  be  a reduction  of  20  per  centun. ; 

(3>  For  an  increase  in  production  of  30  per  centum  but  less  than  50  per 
•entum  there  shall  be  a rediu'tion  of  50  per  centum 

(4»  For  an  increase  in  production  of  50  i»er  cennim  or  jnore,  there  shall  be 
a reduction  of  00  jier  centum. 

(k)  As  used  under  this  title. 

(l)  The  term  ‘‘cotton"  means  cotton  of  any  londerable  grade  under  the 
I'nited  States  cotton  futures  act,  and  which  has  a staple  of  less  than  one  and 
ane-eightli  inches  in  length. 

(2)  The  term  “wheat”  means  wheat  not  hehov  grade  number  3 as  pre- 
scribed by  the  Secretary  of  Agriculture  under  the  United  States  grain  stand- 
■irds  act. 

(3»  The  term  “manufactured  x>roduct  ” shall  mean  any  article  in  the  manu- 
facture of  wliich  any  <lohentural»le  commodity  is  used  or  consumed. 

(\)  If  any  provision  of  tins  title  is  declared  unconstitutional  or  the  applica- 
bility thereof  to  any  person  or  circumstances  is  i eld  invalid,  the  validity  of 
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Tlie  remaindor  of  the  title  and  the  aphliciibility  thereof  to  other  persons  or 
circnnistaiices  shall  not  he  affected  thereby. 


T1T1.E  III 


Sec  14  (a)  The  Federal  Farm  Board  is  authorized  and  directed  to  ascertain 

and  niake  public  the  part  of  the  domestic  production  of  any  '‘'f 
which  is  needed  for  domestic  consumption.  Such  portion  of  an> 
product  shall  enter  commerce  at  a price  per  unit  not  less  than  the  cost  of  pro- 
duction of  such  commodity  as  ascertained  by  the  Ft^^eral  Farm  ^ 

Year  during  which  such  commodity  was  produced.  The  remainiufr,  or  , urrlu- , 
T)o?tion  if  any  t^hall  he  exitorted.  withheld  from  market,  or  otherwise  ( isposed 
Jrardireoted  by  the  Federal  Farm  Board,  except  that  it  shall  not  be  disposed 
of  in  the  domestic  market.  The  portion  of  any  agricultural  comii^^^^  pro- 
duced bv  any  farmer,  which  may  enter  commerce  at  a price  pel  unit  not  le.s 
than  the  cos't  of  production  shall  hear  the  same  relation  to  the  entire  P ;'i'bic- 
titm  of  such  crop  hv  such  farmer  in  any  year  as  the  (iimntity  of  such  in 

rhe  Nation  as  a whole  which  enters  commerce  at  a price  per  "^t  less  tliaii 
the  cost  of  production  bears  to  the  total  <iuantity  of  such  . rop  tor 

(11  To  the  end  that  the  policy  declared  in  this  net  niay  he  cffe<-tuaPol.  he 
Federal  Farm  Board  is  authorized,  wlienever  it  finds  tliat  the  impoitatioii 
Mm  TTiited  States  of  any  such  agricultural  products  or  Theii  sn  mtitntes 
r.roflmed  outside  of  the  Thiited  States  materially  affects  or  is  likeh  lo  mate- 
rially affect  the  sale  in  the  domestic  market  of  any  sneli  agric-nltural  pi<>duct. 
at  a price  not  less  than  the  cost  of  production,  to  proclaim  that  fact  and 
tliereiMter  it  shall  he  unlawful  to  import,  directly  t>r  indirectly,  any  such 

pruducts  or  their  snhstitntes  into  the  Fnited  , , 

(21  From  time  to  time,  whenever  the  T-ederal  Farm  I.oaid  shall  1 it 

essential  to  license  the  purchase,  importation,  or  storap  of 
iirodncts  in  order  to  carry  into  effect  the  pnr]ioses  of  this  ai  t.  it  shall  puhluly 
announce,  and.  after  the  date  fixed  in  such  aiinonncemeni.  no  person  shah 
engage  in  or  carry  on  any  such  husiuess  specified  in  the  annonm-emeiit  unless 
he  ^hall  first  obtain  a lieeiise  issued  pursuant  lo  thi<  aet.  The  lesmlatu'n 
prescribed  pursuant  to  this  title  may  include  retpiirmnents  with,  respect  to 
Tlie  issuance  of  licenses,  systems  of  aecoiints.  auditing  of  accounts  to  he  kept 
hv  licensees  submission  of  reports  hy  them,  and  the  entry  ami  inspection  h> 
the  duly  authorized  agents  of  the  Federal  Farm  Board  of  the  places  of  hnsniess 
of  licensees  It  shall  ho  unlawful  for  any  licensee  to  inirdiase  any  agrifuiltiiral 
products  at  a price  less  than  the  cost  of  production  proclaimed  hy  tiie  Federal 

Farm  Board.  


(.T)  Any  person  who,  without  a license  issued  pursuant  to  tins  section, 
intentionallv  or  knowingly  engages  in  or  carries  on  any  inisiness  for  which 
a license  is  reqnirerl  imrsnant  to  this  section  or  intentionally  or  knowing  y 
nmkes  anv  inirchase  in  violation  hereof,  and  any  person  who  intentiomuly 
or  knowingly  violates  any  other  provision  of  this  title  shall  he  deemed  guilty 
of  a misdemeanor,  and  upon  eonviction  thereof  simll  he  fined  not  more  than 
,«."O0  or  imprisomd  for  not  more  than  six  months,  or  both. 

Sm-.  1."  As  used  in  Title  I.  Title  II,  and  Title  III. 

(li  III  the  case  of  grain  the  term  “ processing  ” moans  milling  of  gram  foi 
market  or  tlie  first  processing  in  any  manner  for  market  (other  than  chaining 
or  drying)  of  grain  not  so  milled,  and  the  term  “sale"  means  a sale  or  other 
disposition  in  tlie  United  Stat<>s  of  grain  for  milling  or  other  processing  for 
market,  for  resale,  or  for  delivery  liv  a common  carrier— occurring  during 

a marketing  period  in  respect  of  grain. 

(2t  In  tlie  case  of  cotton  the  term  “ ]irocessing  “ means  spinning,  milling,  or 
anv”nianufacluring  of  cotton  other  tlian  ginning;  llie  term  "sale”  means  a 
sale  or  other  disposition  in  the  United  States  of  cotton  for  spinning,  milling, 
or  any  manufacturing  otlier  Ilian  ginning,  or  for  delivery  miiside  tlie  I nitcd 
States-  and  the  term  “ transportaTiou  ” means  the  acceptance  of  cotton  by 
a enminon  carrier  for  delivery  to  any  person  for  spinning,  milling,  or  any 
mannfaetnriiig  of  cotton  other  than  ginning,  or  for  (lelivery  ontside  the  United 
States — oeenrring  during  a marketing  period  in  respect  of  cotton. 

(Ill  In  tlie  case  of  livestock,  the  term  " proet-sshig " iiieaiis  slaucliter  for 
market  bv  a purchaser  of  livestock,  and  the  term  “sale”  means  a sole  or 
ether  disposition  in  tlie  United  States  of  livestock  destined  for  slangliter  for 
market  without  intervening  holding  for  feeding  (other  than  feeding  in  t'-ansit) 
or  fattening — occurring  during  a marketing  period  in  respect  to  livestock. 
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(4)  In  tlio  oa>o  of  tobinvo.  tin-  torm  " sulo'  im*aiis  a sale  or  other  disposiriou 
o any  ilealcr  in  leaf  toltaeco  or  to  any  re^risiered  nmiinfa<  turer  of  the  products 

tol'acvo.  Ihe  term  “toiiaeeo"  means  leaf  t(»hacco.  stemmed  (»r  nnstemmod. 

(5)  In  the  case  of  jxrain.  livestock,  and  t<»hac<*o.  the  term  traiisp(u*tatioii 
means  Ihe  acoeptauce  of  the  commodiiy  by  a common  carrier  for  deliv(‘ry. 

((>)  In  the  case  of  any  ultnral  i*ommodit>  otlier  tluui  irrain,  cotton, 

ivestock.  or  tobacco,  the  i>oard  shall  specify  ihe  particular  type  of  processing. 

^ale.  or  transportation  which  are  to  oi>erate. 

(71  'I’he  term  **  sale”  d;  es  not  include  a transfer  to  a cooperative  association 
for  the  purpose  of  sale  or  other  disposition  bv  sucb  association  on  account  of 
the  transfertu*:  nor  a transfer  of  title  in  pursuance  of  a i*ontract  entered  into 
before,  and  at  a siH'citied  price  determined  before,  the  commencement  of  a 
marketing  period  in  respect  of  the  agricultural  commodity. 

(8)  The  term  “cost  of  production ''  shall  include  the  costs  of  lahor  and 
interest  on  investment. 

(9»  The  hoard  is  authorized  to  prescribe  such  regulations  in  addition  to 
those  hereinbefore  authorized  as  it  may  deem  proper  for  carrying  out  the 
[trovisions  of  Title  I.  Title  II,  and  Title  III  of  this  act. 

(10)  The  term  "person”  means  individual,  partnership,  corporation,  or 
assocLation. 

(11)  The  term  “ ITiited  States,”  when  used  in  the  geographical  sense,  means 
continental  United  States  and  the  Territory  of  Hawaii. 

The  Chaiumax.  We  will  be  glad  to  hear  you,  iSIr.  Gray. 

STATEMENT  OF  CHESTEE  H.  GRAY,  WASHINGTON  REPRESENTA- 
TIVE AMERICAN  FARM  BUREAU  FEDERATION 

]\Ir.  Graa-.  Mr.  Chairman,  this  morning,  as  has  been  stated  by 
President  O'Xeal.  T am  speaking  for  the  National  Grange,  the  Na- 
tional Farmers'  Union,  and  the  American  Farm  Bureau  Federation 
in  relation  to  a hill  which  the  three  organizations  have  agreed  upon, 
to  amend  the  agricultural  marketing  act. 

Mr.  Gray.  Copies  of  this  measure,  Mr.  Chairman,  upon  which  we 
have  agreed,  have  been  laid  before  you  in  mimeographed  form,  and 
you  will  note,  when  you  have  had  time  to  read  it,  and  when  it  has 
been  explained  to  you.  that  it  does  not  disydace  anything  that  is  in 
the  agricultural  marketing  act  at  the  present  time. 

It  is  offered  as  an  amendment  to  the  agricultural  marketing  act  to 
make  that  act  more  definitely  a surplus-control  piece  of  legislation. 
Perhaps  it  might  have  been  true  when  the  marketing  act  was  passed 
that  many  ^lembei’s  of  Congress  considered  ihat  act  as  passed  to  be  a 
marketing  and  a surplus-control  instrumentality. 

If  that  was  true  in  the  minds  of  Members  of  Congress,  no  doubt 
the  administration  of  the  marketing  act  in  something  like  three  years 
has  demonstrated  that  although  the  act  lias  man}’  beneficial  char- 
acteristics, it  is  not  fundamentally  a surplus  control  piece  of  legis- 
lation. 

In  fact,  the  name  of  the  act  discloses  what  it  is;  because  although 
we  call  it  the  agricult ui'al  marketing  act.  the  act  itself  in  the  last 
section  of  it  declares  the  name  to  be  the  Farm  Board  act. 

So  tliis  is  an  act  to  set  up  the  Farm  Board,  and  I imagine  most 
peo})le  are  in  favor  of  liaviiig  a Farm  Board.  But  the  farm  organi- 
zations were  not  pleased  Avith  the  terms  of  the  marketing  act  when 
it  was  enacted,  and  although  Ave  Inu^e  giA'en  it  every  support  which 
A\-e  could  in  the  three  years  past  to  make  it  as  helpful  as  pos.sible,  we 
iioAv  come  b('fore  you  Avith  a proposed  amendment  which  Avill  make  it 
Avhat  Ave  liad  desired  it  to  be  in  the  fii-st  in^tallce,  a piece  of  legisla- 
tion more  eflectiA*e  and  moi'e  remedial  in  the  handling  of  the  sur[)lus. 
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The  bill  Avhich  Ave  have  placed  before  you  iii  mimeograph  form  is 
the  result  of  our  apjiearaiice  before  this  committee  two  mouths  ago, 
or  thereabouts.  At  tliat  time  the  re  present  at  i\;es  of  the  Farm  Bu- 
reau and  the  Grange  came  before  you  and  explained  about  the  equal- 


ization fee  and  the  debenture.  ^ 

SomcAvhat  prior  to  our  appearance  representatiA'cs  of  the  Farmers 
Union  came  befoi'c  you  and  ('Xplained  the  allotment  plan  as  it  A\as 
tlien  Avritten  in  the  'SAvank  bill,  introduced  by  Congressman  SAvank, 


of  Oklahoma. 

The  same  ])roce<lure  Avas  followed  by  us  in  the  Senate.  Avhere  the 
three  farm  organizations  testified  in  behalf  of  an  agreed  plan  for 
amending  the  marketing  act.  We  then  Avere  in  agreement  that  any 
one  or  all  of  the  three  plans,  the  e(}ualization  fee,  the  debenture,  or 
the  allotment  plan  should  and  could  be  incorporated  into  the  market- 
ing act,  Avith  neither  conflicting  Avith  the  other,  and  none  conflicting 
Avith  Avhat  is  in  the  act  at  the  present  time. 

It  has  developed,  hoAvever,  thronghont  the  intei’A’ening  weeks  since 
our  first  appeai’ance  here  that  members  of  this  committee,  and  others, 
liave  suggested  to  us  that  it  was  our  duty  to  the  committee,  not  only 
before  the  House  committee  but  before  the  Senate  committee,  to 
present  in  definite  form  the  text  of  the  amendment  which  Ave  desired. 

AVe  rather  took  the  position  when  Ave  appeared  before  yon  several 
weeks  ago  that  the  committee  would  in  its  own  Avay  rewrite  the 
amendment,  if  it  cared  to  report  anAffhing  at  all  in  regard  to  amend- 
ing the  marketing  act. 

The  committee  not  having  acted,  we  ha\’e  taken  it  as  our  duty  to 
present  this  bill.  Please  understand  Ave  did  not  do  this  because  Ave 
thought  it  to  be  a proper  procedure  on  onr  part,  but  we  did  it  because 
Members  of  Congress  luiA^e  asked  us  throughout  the  intervening 
weeks  since  onr  first  appearance  before  you  to  do  so;  and  we  lay  it 
before  you,  not  having  been  introduced,  for  any  action  that  the 
committee  cares  to  take  upon  it,  and  for  introduction  by  any  member 
of  the  committee,  the  chairman  or  otherwise,  as  you  may  think  fit. 

When  we  presented  it  on  Tuesday  of  last  Aveek  to  the  Senate  Com- 
mittee on  Agriculture  and  Forestry,  the  chairman  of  that  committee, 
Mr.  McNary,  immediately  introduced  it  on  the  Senate  side,  and  it  is 
noAv  knoAvn  before  the  Senate  as  S.  4536. 

This  bill,  as  I haAC  explained,  or  rather,  as  I haA^e  stated,  is  a 
composite  of  the  three  plans,  the  equalization  fee,  the  debenture,  and 
the  allotment.  It  is  so  drawn. 

Mr.  Adkins.  Is  it  the  .«ame  as  the  McNary  bill? 

]\fr.  Gray.  It  is  so  draAvn,  Congressman  Adkins,  that  the  first  iiart 
of  it  is  an  adaptation  of  the  McNary-Haugen  equalization  fee.  The 
language  is  so  draAvn  that  it  Avill  fit  into  operation  alongside  the  de- 
benture or  the  allotment  plan. 

Virtually,  the  first  portion  of  this  bill  is  tlie  same  as  the  equaliza- 
tion fee  amendment  Avhich  now  pends  before  this  committee,  inti-o- 
diiced  by  ('ongressman  Norton  and  Congressman  Haugen.  It  is  a 
continuation  j;)f  the  language  of  the  equalization  fee  proposal  in  the 
last  McNary-Haiigen  bill  which  Avas  passed  by  a former  Congress 
and  A’etoed  by  former  President  Coolidge. 

Leading  up  to  that  portion  of  it,  may  I call  A'our  attention  to  the 
first  section,  before  aa’c  get  doAvn  to  the  equalization  fee,  the  deben- 
ture or  the  allotment  plan. 
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The  lirst  section,  which  is  presented  as  s*'ction  11  of  the  agricul- 
tural marketing  act.  states  that — 

Fri'in  time  to  time,  upon  request  of  the  advisory  committee  of  any  mtricnl- 
fural  commodity,  or  upon  request  of  leading  coopt  rative  asstxdations  or  other 
organizations  of  prodncer.s  of  any  agricnllural  commodity,  or  upon  its  own 
motion,  the  lioard  shall  investigate  the  supply  ami  n arketing  situation  in  respect 
of  such  agrioultural  commodity. 

Please  note  that  the  board  on  its  own  volition  may  .start  an  investi- 
iXation.  or  on  the  petition  of  a cooperative  organization  or  on  the 
))clition  of  a general  farm  organization,  or  on  the  recommendation 
uf  the  atlvisory  committee  of  the  commodity. 

Then,  after  the  hoard  determines  that  an  investigation  is  necessary 
in  regard  to  a commodity,  the  first  secticm  of  the  hill  describes  what 

conditions  the  hoard  shall  look  into. 

And  those  conditions,  you  will  recognize,  are  very  largely  the  siriin* 
conditions  which  were  contained  in  the  McXary-Haugen  equaliza- 


tion fee  bill. 

First,  the  hoard  shall  ascertain  whether  there  is  a surplus,  either 
a seasonal  suriihis  or  a year’s  total  surplus  in  the  commodity  at  issue. 

Then,  ne.xt,  the  hoard  .shall  determine  wliether  the  provisions  in 
the  agricultural  marketing  act  which  relate  to  loans  to  cooperatives 

are  sufHcient  to  handle  the  situation. 

If  the  loaning  provisions  are  not  sufficient  to  handle  the  situation, 
then  the  hoard,  in  due  course,  will  determine  upon  a later  course  of 
action,  as  contemplated  by  the  subsequent  sections  in  this  pending 
amendment. 

The  third  thing  that  the  board  shall  investigate  is  to  ascertain 
on  the  commodity  at  issue,  or  on  all  the  coinnuxlities  at  issue,  what 
the  cost  of  jiroduction  is  for  the  year. 

I would  imagine  that  the  board  Avould  ascertain  that  as  an  annual 
national  cost  of  production.  AVe  have  the  facilities  now  to  dis- 
seminate that  kind  of  information.  The  Bureau  of  Agricultural 
Fconomics  everv  year  could  easily  pi’oclaim  what  the  cost  of  pro- 
duction by  national  computation  is  on  the  staple  crops  of  the 
country. 

If  that  is  not  advisable  to  do,  then  the  Federal  Farm  Board 
itself,  with  its  economic  staff,  can  make  a similar  computation  and 
])roclaim  what  the  cost  of  production  is  on  the  crop  or  crops  at 


issue. 

Then,  in  addition,  in  the  board  findings,  the  board  shall  also 
ascertain  either  by  its  own  personnel  or  by  using  any  other  per- 
sonnel in  the  Fetleral  Government,  what  amount  of  the_  crop  at 
issue  is  to  he  consumed  in  the  domestic  market.  That  is  a new 
finding  that  was  not  in  the  McNary-Hatigen  bill.  This  provision 
relative  to  the  cost  of  production,  to  ascertain  the  quantity  of  the 
cro])  to  be  used  in  the  domestic  market,  was  not  required  in  the 
original  McXary-Haugen  bill.  This  is  a new  finding  we  ask  the 
Ixun-d  to  look  into  in  the  proposed  amendment  to  the  act. 

Mr.  Aokins.  The  Agricultural  Department  has  all  that  informa- 
tion available.  I suppose  that  is  why  it  was  not  put  in  before. 

Mr.  Gray.  Yes,  but  it  will  be  helpful.  Congressman  Adkins, 
whether  in  this  amendment  or  some  other,  if  that  information  about 
the  cost  of  production  could  authoritatively  be  required  of  some 
function  of  the  Government,  If  that  is  done  it  would  be  a helpful 
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thing  to  have,  whether  we  have  it  in  this  law  or  some  other  law, 
to  let  the  jiublic  know  what  the  cost  of  producing  the.se  crops  might 
be.  And  in  connection  with  that  I may  say  that  we  are  not  asking 
for  a single  additional  man  to  be  put  on  the  Federal  pay  roll,  or 
for  any  new  bureau  to  be  set  uj)  for  ])romulgating  and  ascertaining 
the  cost  of  production,  becau.se  we  have  the  instrumentalities  of 
Government  to  do  it  right  now. 

Mr.  Adkixs.  The  Department  of  Agriculture  is  supposed  to  have 
all  that  information,  as  to  the  amount  of  surplus  available,  almost 
any  time  we  ask  for  it.  The  Fai  ni  Board  has  access  to  it. 

Mr.  Gray.  But  it  lacks  the  authority  to  officially  proclaim  what 
the  costs  are. 

Mr.  XoRTox.  This  would  be  an  average  cost  of  pr’oduction  ? 

Mr.  Gray.  It  would  be  an  average  national  cost.  I do  not  think 
it  would  be  a regional  cost,  unle'^s  the  commodity  were  produced 
wholly  regionally. 

The  Chairmax.  This  is  a jiractical  mattei-  we  have  to  deal  with. 
We  are  to  regard  this  as  a getting  together  of  the  farm  groups? 

Mr.  Gray.  Yes;  indeed. 

Tlie  Chairmax.  You  have  gotten  together  by  taking  all  the  plans 
and  offering  all  of  them? 

Mr.  Gray.  Yes;  that  is  indeed  true. 

The  Chairmax.  Stqipose  the  constitutional  convention  had  met 
and  said,  “ We  are  going  to  create  a board  and  let  that  board  deter- 
mine whether  we  are  to  have  a monarchy,  a republic  or  a democracy, 
and  let  the  board  apply  either  of  them  they  saw  fit.”  That  would  not 
have  been  getting  together  very  much  on  the  formation  of  the 
Government. 

Air.  Gray.  Xo.  indeed;  but  your  com])ari.son  is  not  applicable. 

The  Chairmax.  You  have  the  equalization  fee  plan,  the  debenture 
plan,  and  the  allotment  plan  in  this  bill. 

If  the  committee  should  see  fit  to  eliminate  the  debenture  plan  and 
the  equalization  fee  plan  and  take  the  allotment  plan  alone,  would 

YOU  be  willingf  to  support  that  ? 

Mr.  Gray.  We  will  stand  by  it.  or  any  otlier  similar  action. 

The  Chairmax.  If  the  committee  should  see  fit  to  eliminate  the 


allotment  plan  and  the  equalization  fee  plan  and  take  the  debenture 
plan,  would  you  fellows  all  get  behind  it  and  let  the  other  plans  go? 

Air.  Gray.‘ AYs.  sir;  that  is  the  understanding. 

Tlie  Chairmax.  If  the  committee  should  see  fit  to  eliminate  the 
debenture  plan  and  the  allotment  plan  and  sponsor  the  equalization 
fee  plan,  then  all  of  you  agree  that  you  will  abandon  the  other  plans 
and  follow  that  arrangement? 

Air.  Gr.ay.  That  is  the  understanding;  and  we  have  said  before 
Senator  AlcXary’s  committee,  we  are  putting  this  up  to  the  two 
committees  to  act  upon.  We  desire  it  to  be  reported  in  the  form 
here  presented,  but  if  the  committees  desire  to  report  it  in  other 
form,  that  is  the  committee’s  privilege. 

The  Chairmax.  ATou  would  not  have  any  hope,  in  view  of  the 
situation  as  it  has  developed,  of  tliis  committee  being  able  to  get 
through  both  branches  of  the  Congre.ss  a bill  that  went  as  far  as 
your  composite  bill,  would  you  ? 

Air.  Gray.  I think  ynu  would  have  a better  chance  to  get  it  through 
than  any  sin<rle  plan  cortained  in  the  essential  amendments. 
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Here  the  (leci?i(m  Ave  have  come  to.  Chairman  Jones,  and  gen- 
tlemen of  the  committee. 

Years  airo.  in  the  American  Farm  Bureau  Federation.  Ave  AA-ere 
( nthusiastic  about  tlie  c([ualization  fee.  and  Ave  proclaimed  before 
ihis  committee  then.  AAhen  Mr.  Haugen  Ava>  in  the  chairmanship, 
that  the  e<|ualization  fee  ])lan  Avas  the  best  and  ouIa’  ])lan  tor  dealing 
’ritli  the  surplus,  ami  for  its  disposition. 

AVe  haA'e  not  surrendered  that  idea,  except  to  the  extent  that  Ave 
1 ealize.  after  six  or  eight  years  of  study  of  the  surplus  (Question, 
ihat  other  ]dans.  the  debenture  plan  and  ti  e allotment  plan,  have 
iheir  merits,  and  in  certain  conditions,  A\’ith  certain  commodity  sur- 
■)luses.  or  emerirencies  that  might  arise,  either  one  of  those  might 
be  made  more  applicable  to  the  situation  than  the  equalization  fee 
])lan. 

For  instance,  if  I may  use  the  statement  [ have  used  frequently, 
f we  had  a surplus  of  butter,  near  which  Ave  are  constantly  approach- 
ing.  the  debenture  plan,  with  a feAv  millions  of  dollars  from  the 
ii^^deral  Treasury  in  paying  debentures  on  a butter  surplus,  could 
get  into  that  situation  and  control  it  more  nearly  and  quickly  than 
i lie  equalization  fee  plan  could  do  it. 

The  CiiATKAiAX.  If  Ave  applied  the  debenture  plan  to  butter  and 
ihen  tried  to  apply  the  equalization  fee  plan  to  Avdieat?  In  other 
cords,  if  the  bill  liiakes  the  AA'heat  man  pay  for  his  oAvn  tariff  pro- 
lection  and  giA*es  the  butter  man  his  protection  under  the  terms  of 
ihe  law,  on  an  equality  Avith  other  tariff-protected  articles,  do  you 
lot  think  the  wheat  people  would  complain  that  we  Avere  favoiing 
■ he  butter  people  ? 

Mr.  Graa*.  Xo  more  than  the  board  is  doing  at  the  present  time. 
There  is  a great  inequality  uoav.  Tavo  big  groups  haA’e  been  served 
by  stabilization,  the  cottoii  and  Avheat  groups,  and  the  stabilization 
actiA’ities  of  the  Farm  Board,  so  long  as  they  continued,  did  raise 
1 he  price  of  Avheat  and  cotton,  and  that  caused  a clamor  among  the 
dairy  people  and  others.  There  is  an  inequality  under  the  present 
1 ystem,  and  there  will  be  a continuance  of  ini!quality. 

The  Chairmax.  Getting  down  to  the  question  of  the  application 
)f  the  equalization  fee,  the  situation  naturally  presents  this  phase, 
hat  the  fee  or  the  debenture  either  would  have  been  in  a fairer  way 
f they  had  been  applied  before  this  accumulation  that  has  taken 
)lace. 

If  you  applied  the  fee,  Avould  you  apply  the  fee  to  the  wheat  that 
s in"  stock  in  the  Stabilization  Corporation  and  in  the  Farmers 
N’^ational  Grain  Corporation,  and  in  the  vai-ious  stocks  throughout 
he  country  ? 

Mr.  Gray.  A’ou  have  brought  up  a very  pertinent  question,  and 
one  Avhich  I Avould  have  touched  upon  later,  Chairman  Jones. 

Even  if  we  should  get  each  and  all  of  these  three  plans  in  the 
narketing  act  and  retain  the  provisions  that  are  in  the  act  at  the 
)resent  time,  Ave  are  not  enthusiastic  enough  to  believe  that  Avith 
hat  additional  machinery  we  can  make  the  thing  retroactive,  to 
•over  the  accumulations  of  surplus  which  haA’e  piled  up  for  two  or 
hree  years,  and  absoh’e  all  our  difficulties. 

AVhat  I mean  to  say  is  this:  if  the  equalization  fee  should  go  into 
'•fleet,  if  the  debenture  should  go  into  effect,  and  if  the  allotment 
)lan  should  go  into  effect,  Ave  are  advocating  before  your  committee, 


1 


FARM  AtARKF.TIXG  PROGRAM 


165 


fairly  and  openly,  that  they  can  not  be  made  effectiA’e.  and  useful 
and  serviceable  if  you  try  to  make  them  retroactive:  but  either  and 
all  of  them,  taking  a 1-year  carry-over,  plus  a 1-year  crop,  can  do 
the  thing  AA'hich  they  are  advocated  for  doing,  but  they  can  not 
take  a 1-year  carry-oA’er  plus  a 2-year  carry-OA’er,  plus  a 3-year  carry- 
OA'er,  plus  an  incoming  crop,  and  do  it. 

You  haA’e  to  have  some  legislation  other  than  this  which  we  are 
advocating  this  morning,  and  to  clear  the  situation,  before  anyone 
will  say  that  either  of  these  plans  will  be  most  hopeful  of  success. 

The  Chairman.  That  is  the  point  I am  making. 

In  other  words,  to  make  this  plan  effectiA’e.  Avhile  you  do  not  call 
for  an  appropriation,  it  wmdd  necessarily  require  some  money  to 
take  care  of  clearing  away  what  is  on  hand  noAv  in  some  way  before 
you  could  go  any  further,  because  agriculture  is  completely  swamped 
with  the  present  accumulation. 

Mr.  Gray.  With  modifications  you  are  correct  in  that,  and  so  we 
are  urging  that  some  of  the  Reconstruction  Corporation  money  be 
by  act  of  Congress  deA’oted  to  the  main  problem  of  getting  rid  of 
some  of  this  stabilization  wheat  and  cotton  in  foreign  countries 
where  new  markets  can  not  be  found  because  of  lack  of  credit 

The  Chairman.  If  you  take  a new  crop  and  IcA’y  an  equalization 
fee  on  it  and  do  not  levy  an  equalization  fee  on  the  wheat  that  is  in 
the  bins  in  the  hands  of  the  traders,  and  in  the  stocks  that  the  scat- 
tered throughout  America  at  the  present  time:  if  you  succeed  in 
lifting  the  price  of  the  new  crop  you  would  automatically  lift  the 
price  of  Avhat  is  outside  without  making  it  pay  its  part. 

Mr.  Gray.  That  is  true;  if  the  equalization  fee  should  be  iuA’oked 
right  now.  it  would  have  to  be  made  applicable  to  all  wheat  in  .stor- 
age as  Avell  as  the  incoming  crop. 

We  are  not  preaching  the  doctrine  that  any  or  all  of  these  plans 
is  .strong  enough  to  handle  a retroactive.  cumulatiA’e  situation.  You 
haA’e  to  get  rid  of  the  storage  wheat  and  cotton  and  not  lay  on  the 
marketing  act  from  this  date  the  task  of  the  disposition  of  surpluses 
which  haA’e  been  accumulating  for  OA’er  two  years.  We  are  not  say- 
ing that  these  plans  are  able  to  handle  three  years  of  a crop  in  one. 

Rut  they  are  able  to  handle  the  usual  carry-oA’er  plus  the  incom- 
ing crop,  and  that  is  all  we  haA’e  eA^er  claimed  that  the  equalization 
fee.  or  the  debenture  plan,  or  the  allotment  plan  Avoidd  do. 

May  I say  furtlier.  Chairman  Jones,  that  it  is  considered  by  many 
to  have  been  unfair  that  the  Farm  Board  bought  up  the  wheat  that 
it  bought  in  its  stabilization  actiAuties  and  did  not  make  efforts  to 
distribute  and  merchandize  that  wheat  until  it  had  held  it  more 
than  a year,  or  possibly  18  months. 

We  have  neA’er  adA’oeated  that  method  of  handling  the  surplus. 
But  the  debenture,  the  equalization  fee,  or  the  allotment  plan,  if  it 
is  put  into  effect  in  handling  a crop,  should  immediately  be  put  into 
effect  in  di.sposing  of  that  crop  instead  of  piling  it  up  in  a corner, 
so  to  speak,  where  the  Avorld  could  look  at  it  and  be  afraid  of  it. 

The  Chairman.  ^Ir.  Gray.  Ave  have  gone  OA’er  that  well,  and  I do 
not  care  to  ask  any  questions  about  the  equalization  or  the  delien- 
ture  ]3lan,  because  that  has  already  been  covered  thoroughly,  but  I 
would  like  to  ask  you  a feAv  questions  about  title  3.  That  is  a A’ery 
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ii  teresting  title,  and  I should  like  to  see  some  plan  adopted  that 
AAOuld  give  the  farmer  the  cost  of  production,  and  if  this  can  be 
a rived  at  in  a practical  manner,  I should  be  very  much  inclined  to 
fi.vor  it.  However,  the  question  most  naturally  arises,  How  are  you 
g ling  to  estimate  the  domestic  needs  and  then  undertake  to  secure 
for  the  farmer  not  only  the  cost  of  production  for  that  estimated  do- 
n estic  consumption,  but  also,  how  are  you  going  to  handle  the  sur- 
p us  that  is  above  the.  domestic  consumption? 

Mr.  (iiiAY.  Well,  that  will  require  an  explanation  of  the  allot- 
n ent  plan,  to  answer  your  question,  and  may  I say  that  the  allotment 
p an  has  in  it  the  question  of  the  cost  of  production,  as  has  the  equal- 
iiation  or  the  debenture  idan  or  any  other  that  has  been  recom- 
11  ended;  they  have  in  them  the  idea  of  getting  the  cost  of  production 
a leai't . 

The  Chairman.  I understand.  But  the  question  I am  intere.sted 
ii  is  how  are  you  going  to  handle  that  part  which  was  above  the  cost 
o ' production  under  the  allotment  plan? 

Mr.  CfRAY.  It  will  be  handled  very  much  as  you  handle  other  com- 
n odities,  in  the  export  markets  of  the  world. 

The  Chairman.  How  would  you  handle  it  ? 

Mr.  Gray.  The  cooperatives,  working  in  coiinection  with  the  Fed- 
e ’al  Farm  Board,  very  much  as  they  are  being  handled  at  the  present 
time  in  the  Farmers’  National  Grain  Corporation,  the  American 
Cotton  Cooperative  Association,  and  the  other  big  cooperatives,  which 
uider  the  terms  of  the  marketing  act  have  been  created  and  are  using 
a revolving  fund  for  handling  and  distributing  the  commodities. 

The  Chairman.  How  would  you  or  how  could  you  force  the 
f inner  to  sell  the  portion  that  he  produced  above  the  percentage  of 
h s allotment  in  the  export  market?  That  is  the  theoiy. 

iSIr.  Gray.  That  is  the  theorv,  and  that  is  also  the  theorv  of  the 
o her  two  plans. 

The  Chairman.  That  really  is  the  question  that  has  been  bother- 
ing .several  people  who  have  studied  it — the  ({uestion  of  the  author- 
il  y of  Congress  to  say  that  the  local  farmer  shall  not  sell  any  })or- 
tion  of  the  crop  he  raises  where  he  desires  to. 

Mr.  Gray.  May  I explain  that,  Mr.  Chairman? 

The  (Tiairman,  All  right. 

Mr.  Gray.  I might  make  it  a little  more  lucid  to  the  membei’s  of 
tlie  committee.  The  allotmimt  plan,  as  I understand  it,  is  based 

0 1 the  licensing  power  of  the  Federal  Government  in  relation  to 
f irm  commodities.  We  haiT  the  warehousing  act,  we  have  the  Farm 

1 oard  act  under  which  the  farm  cooperatives  work,  and  we  have 
tlie  cooiierative  marketing  act.  Those  acts  give  to  Federal  authori- 
t,  es  certain  powers  and  duties  and  warehouse  activities. 

Under  the  allotment  plan  the  power  of  the  Federal  Government 
ill  warehousing  would  be  extended  so  that  all  dealers  in  wheat,  for 
instance,  who  are  handling  that  commodity,  would  be  licensed  bv 
the  Federal  Government. 

Then  the  next  step  in  the  allotment  plan  is  that  the  Federal  Gov- 
e 'iiment,  under  the  terms  of  this  bill,  the  amendment  ivhich  we  have 
dhermined  upon  in  our  program,  would  get  the  cost  of  production  of 
tliat  portion  of  the  crop  which  is  sold  in  the  domestic  market.  The 
lederal  Government  would  license  the  dealers  to  handle  the  crop  and 
tliey  could  not  handle  it  at  less  than  the  co.st  of  production. 
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The  third  step  in  the  allotment  plan  is  that  tlie  American  fa'iuer 
Avho  produces  that  crop  can  produce  what  he  cares  to,  just  as  much 
as  he  could  in  the  equalization  and  in  the  debenture  plans;  and  he 
can  sell  in  the  domestic  market  a certain  portion  of  it,  that  oortion 
bearing  the  same  relation  to  his  total  croji  as  the  total  domestic  con- 
sumption bears  to  the  total  crop,  promulgated  by  the  Federal  Farm 
Board.  The  other  proportion  of  his  crop  he  sells  through  ware- 
liouse  means,  or  through  the  cooperatives,  or  those  who  are  licensed 
to  deal  in  it,  handling  the  part  for  which  he  is  to  get  the  cost  of 
production.  This  second  partion  is  to  move  at  what  the  world  price 
gives.  Both  portions  are  to  be  sold  by  the  licensees  under  the  power 
of  the  Federal  Government  at  ditl’erent  prices,  and  if  they  violate  that 
regulation  then  tlieir  licenses  will  be  revoked  and  they  are  no  longer 
privileged  to  deal  in  that  commodity. 

Uniler  this  plan  the  man  may  produce  just  as  much  as  he  can  under 
the  equalization  or  the  debenture  plans,  and  that  part  whicli  i- 
shipped  to  the  foreign  markets  will  move  freely  into  world  trade 
regardless  of  the  cost  of  production. 

The  Gii.airman.  But  you  will  have  two  price  schedules  to  mam- 
tain  under  that  sj’stem,  whereas  under  the  delienture  or  the  eipial- 
ization  fee  you  would  have  one  price  schedule,  and  the  other  part 
ex]>orted  through  the  machinery  arranged  for  that  purpose. 

The  farmer  could  sell  his  domestic  aflotment  at  the  first  price  and 
the  cost  of  production  price  would  help  him.  But  the  other  he  would 
have  to  sell  for  whatever  he  could  get  for  it,  through  the  cooper- 
atives or  otliers  who  might  export  it  for  him.  You  would  have  two 
different  price  schedules  to  maintain,  and  that  might  vary  a great 
deal. 

]\Ir.  Gray.  There  would  be  some  difficulty  there,  perhaps. 

The  Chairman.  Do  you  think  the  Federal  Government  has  the 
right  or  the  jurisdiction,  under  our  scheme  of  government,  to  say 
to  that  farmer  that  he  siiall  not  sell  that  surplus  part  of  his  crop 
to  anyone  he  sees  fit  to  offer  it  to  ? 

Mr.  Graat.  I think  so,  where  the  only  condition  imposed  is  a dif- 
ference in  ])i’ice.  I tliink  the  Government  has  that  power  under  the 
Avarehousing  act,  amended  as  that  would  need  to  be  amended  by  this 
jiroposed  bill. 

Tlie  Ch.airman.  It  is  not  a question  of  the  warehouse  act;  it  is  a 
([uestion  of  Avhat  the  individual  has  a riirht  to  do — whether  the 
farmei'  has  the  right  to  sell  his  own  commodity.  M ould  you  not  be 
forbidding  him  to  sell  on  the  domestic  market  and  therefore,  in  a 
sense,  be  depriving  him  of  some  of  the  rights  that  he  claims  can 
not  be  taken  away  from  him  ? 

I am  asking  these  questions  for  information,  not  for  the  jiurpose 
of  being  captious,  because  tho.se  are  questions  which  we  will  have  to 
ansAver  on  the  floor  if  aac  try  to  get  a measure  of  this  kind  through, 
and  I am  trying  to  get  tlie  facts  from  you  gentlemen  Avho  have 
studied  the  measure. 

Mr.  Grai:.  The  general  impression  among  the  farm  organizations 
fill  that  question  is  that  the  Federal  (Tovernment  has  that  ]>oAver. 
to  designate  what  shall  be  sold  in  the  home  market  and  Avhat  shall 
be  Avithheld  from  sale  or  .‘^old  in  the  foreign  market:  and  that  the 
action  of  the  Federal  GoA'crnnient  along  those  lines  would  take  on  no 
more  restrictive  character.  AA'here  you  re(|uired  a license  on  the  jiart 
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)f  the  dealers  in  intrastate  and  interstate  connncrce  than  the  require- 
nents  'which  ai'e  now  in  vo^nie  that  wlienevei'  a commodity  Tm>ves  in 
nterstate  commerce  they  must  pay  a licenes  fee.  It  is  the  same 
uinciple  that  is  involved.  Tlie  merchant  wlio  makes  a suit  of 
•lothes.  or  the  manufacturer  of  any  other  commodity  moviiy<;  in 
nter.state  commerce  can  be  required  to  pay  a license. 

The  Chairman.  But  it  is  uniform  in  its  application.  You  will 
lo  doul)t  recall  readinir  the  decision  of  the  Supreme  Court  which  was 
endered  a few  days  a^o  in  which  the  court  said  that  the  State  of 
)klahoma  could  not  clothe  the  manufacturer  of  ice  with  a utility 
•haracter  in  such  a way  as  to  limh  the  number  who  should  engage 
n tliat  kind  of  business.  I have  not  read  the  decision  in  detail, 
lowever,  though  I intend  to  do  so. 

Now.  getting  back  to  the  proposition : Let  us  assume  that  you  and 
. are  farmers  on  adjoining  farms  and  that  you  have  100  he*ad  of 
logs  and  I have  1,000  bushels  of  corn  above  my  allotment  for  domes- 
ic  requirements.  I want  to  sell  you  that  1,000  bushels  of  corn  to 
'eed  your  100  head  of  hogs  right  across  the  fence  from  me.  Do  you 
;elieve  under  the  power  controlling  or  regulating  interstate  com- 
nerce  the  National  Government  can  tell  me  that  I can  not  sell  that 
I orn  to  you  or  that  you  can  not  buy  that  corn  for  your  hogs  ? 

Mr.  Gray.  The  National  Government  would  not  go  into  that  trans- 
action under  the  terms  of  the  amendment  proposed,  because  in  such 
a case  no  interstate  transaction  is  involved,  and  it  would  not  apply. 

The  Chairman.  But  how  could  you  keep  me  from  selling  all  of 
1 hat  surplus  corn  I wanted  to  get  hold  of  Avithin  the  State  by  the 
! ame  process? 

Mr.  Gray.  We  could  not  keep  you  from  it. 

iMr.  Gix)aer.  May  I ask  a question  there  ? 

Mr.  Gray.  Yes. 

Mr.  Gix)\’er.  Suppose  the  adjoining  farms  were  in  different  States, 
ihe  same  principle  would  apply? 

Mr.  Gray.  It  would  apply. 

Mr.  Gu)at.r.  You  think  it  would? 

The  Chairman.  It  would  apply  there,  but  I could  trade  my 
( orn — — 


Mr.  Gray  (interposing).  Well,  ei’en  if  you  did  consider  that  as 
interstate  commerce  it  Avould  not  apply  uniler  the  provisions  and 
terms  of  the  marketing  act  as  it  now  stands,  because  it  is  a neighbor 
transaction  and  would  be  practicallv  free  from  the  operation  of  the 
1 ill. 

The  Chairaian.  The  same  thing  Avould  apj)ly  across  county  lines? 

Mr.  Graa'.  Across  county  lines,  because  it  is  not  interstate 


< ommerce. 

’Fhe  Chairman.  Under  the  terms  of  that  plan,  if  v’e  had  such  a 
j'lan,  those  are  the  things  tliat  are  bothering  me,  and  I have  given 
.'Ome  sympathetic  consideration  and  thought  to  this  problem  in  an 
( ffort  to  see  if  some  plan  might  be  worked  out,  because  I would 
1 ke  to  see  some  measure  devised  that  would  give  the  farmer  some 
s ort  of  relief,  or  at  least  give  him  the  cost  of  production  and  if  pos- 
i-ible  a reasonable  profit  in  addition.  It  is  absolutely  essential  that 
i be  thought  through  from  a practical  .‘jtand  point,  and  I think  that 
tae  farm  groups  ought  to  think  out  thoroughly  some  plan  before 
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they  lav  an  indorsed  jjrogram  before  the  committee,  and  that  it 
.tlio'uld  be  given  full  consideration  by  your  groups. 

Mr.  Grav.  What  you  say  is  A'ery  true.  Chairman  Jones,  and  what 
you  say  leads  me  again  to  say  that  the  three  national  farm  organi- 
zations haA’e  come  to  a realization  that  no  one  plan  is  ail  sutiicient, 
Avorkable,  or  applicable  in  all  cases,  not  because  we  have  lost  our  en- 
thusiasm for  either  of  these  three  plans,  but  because  aa'c  realize  that 
certain  conditions  may  exist  in  the  interest  of  the  local  community 
ancl  in  the  interest  of  certain  commodities  which  will  make  one  plan 
more  usable  under  certain  conditions  than  another;  and  furthermore, 
in  regard  to  your  question  regarding  the  proposed  amendment^  and 
seeking  to  get  its  approval,  that  is,  in  regard  to  tlie  right  of  the 
citizen  to  conduct  his  business  as  he  desires.  Take  the  lailroads  and 
make  the  applicable  comparison;  they  are  said  to  be,  and  I think 
with  justice,  handicapped  with  all  kinds  of  regulations  as  to  rates 
and  service,  and  also  they  have  got  literally  billions  of  dollars  in- 
voh'^ed  in  their  business,  they  are  not  free  to  act  in  interstate  or  intra- 
state commerce  because  of  the  supervision  of  the  State  and  Federal 
authorities  OA'er  them. 

Now,  I am  not  saying  that  that  supervisory  theory  is  altogether 
right,  but  it  has  been  upheld  by  the  courts,  and  I am  frank  to  say 
that  under  the  conditions  of  this  proposed  bill,  if  it  should  be  enacted 
into  hiAv  and  subjected  to  litigation,  as  no  doubt  it  Avould  be  a great 
many  times,  that  eventually  it  Avould  come  through,  perhaps  Avith 
certain  modifications,  but  it  would  be  held  intact  substantially  as  a 
part  of  our  Federal  law. 

The  Chaikaian.  But  if  Ave  should  folloAV  out  the  suggestions  found 
in  title  3.  and  put  it  into  force  and  effect,  in  the  CAMiit  it  sliould  be 
held  invalid  it  might  precipitate  a situation  that  Avould  be  Avop-e 
than  AA-e  have  now.  At  any  rate,  do  you  not  think  that  thorough  in- 
A^estigation  should  be  made  by  the  individuals  making  up  the  farm 
group  to  get  your  recommendation  within  the  right  of  the  Congress 
and  the  Federal  Government  to  legislate,  in  vieAv  of  the  many  de- 
cisions that  have  held  price-fixing  plans  invalid,  and  have  also  held 
inA'alid  any  plan  trying  to  use  the  taxing  power  of  Congress  for  the 
purpose  of  accomplishing  something  else  ? 

Mr.  Gray.  I think  that  has  been  done. 

The  Chairaian.  The  fifth  and  fourteenth  amendments  prohibit 
the  taking  of  private  pro])erty  Avithout  due  ])rocess  of  laAV  or  Avith- 
out  just  compen.sation  as  invalid.  If  you  tell  me  that  I can  not  .sell 
my  thousand  bushels  of  com  in  the  open  market  and  sell  it  for  any 
])rice  I can  get  for  it.  is  that  not  taking  my  property  Avithout  due 
])rocess?  That  is  a (juestion  that  arises.  I am  hoping  that  a plan 
may  be  Avorked  out.  I am  merely  presenting  these  questions  so  that 
the  ])lan  may  be  made  as  nearly  as  possible  free  from  objection. 

Mr.  Graat.  Mr.  Chairman,  that  is  not  more  than  is  noAV  done  by 
the  Federal  GoA’ermnent,  AAdierein  it  tells  me  that  I can  not  sell  my 
commodity  unless  it  complies  Avith  certain  grades  laid  doAvn  by  tlie 
United  States  Department  of  Agriculture;  I am  noAV  compelled  to 
meet  certain  requirements. 

The  Chairaian.  I do  not  think  that  that  is  analogous  at  all.  That 
is  a practical  Avay  of  grading  it  for  selling  purposes. 

iMr.  Gloa’Er.  May  I ask  a question? 

The  Chairaian.  Mr.  Norton  had  asked  to  be  heard. 
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Mr.  XoRTOX.  Go  ahead. 

^fr.  Glover.  Xo:  after  von.  Mr.  Norton. 

.AFr.  Norton.  There  would  not  he  any  difficulty  in  the  administra- 
tion of  the  law  if  the  farmer,  in  being  required  to  sell  his  commodity 
e -en  though  he  could  not  sell  the  entire  crop,  but  if  he  were  getting 
a sufficient  increase  in  the  domestic  market  price  to  take  care  of  this 
f ‘c.  by  reason  of  his  securing  at  least  the  cost  of  production  and  then 
y )u  could  withhold  paying  him  the  reinaindei’  until  it  had  been  sold 
in  the  farm  market. 

:\[r.  Graa-.  That  would  be  my  conclusion,  Congressman  Norton, 
s ibject  to  rules  and  regulations  to  be  promulgated  by  the  Federal 
1 arm  Board.  I do  not  know  that  I could  tell  you  what  those  rules 
and  reirulatinns  should  be,  but  my  thought  is  they  should  be  along 
t le  line  von  have  suggested.  I do  not  think  that  they  should  be 
\ ritten  into  the  law,  whether  it  be  the  equalization  fee,  the  debenture 
rr  the  allotment  plan.  What  Conjp-ess  needs  to  do  is  to  adopt  a 
I Ian  including  the  big  generic  principle,  and  those  are  details  which 
c m be  worked  out  by  rules  and  regulations  just  as  we  have  regula- 
t ons  issued  by  the  other  departments,  the  Federal  Trade  Commis- 
s.on.  Interstate  Commerce  Commission,  Tariff  Commission,  and  so 
i orth. 

Mr.  GLO^^ER.  I have  not  been  able  to  read  the  bill,  biit  I have  gone 
ever  it  rather  hurriedly.  From  what  I understand  in  your  state- 
ment. your  plan,  in  effect,  limits  production  by  legislation,  does  it 
I ut  ? 

Mr.  Gray.  No. 

Mr.  Glover.  When  you  reach  the  final  analysis,  that  would  be  the 
( ffect  of  it. 

^Ir.  Gray.  No.  Congressman  Glover. 

Mr.  Glover.  So  far  as  the  final  effect  is  concerned. 

Mr.  Gray.  Each  of  the  plans  has  an  automatic,  invisible  method 
( f controlling  production,  and  I think  all  of  those  in  the  three  farm 
( riranizations  realize  the  advantages  and  benefits  of  it.  dhe  equali- 
; ation  fee  plan  has  an  automatic  control  over  production,  because 
if  the  farmer  producing  cotton,  let  us  say.  has  an  overproduction, 
under  the  equalization  fee  plan  the  fee  has  to  be  increased,  whether 
t is  on  the  per  bale  or  per  pound,  to  the  cotton_  grown.  Of  course, 

1 he  same  principle  applies  to  the  other  commodities. 

Th(‘  debenture  plan  also  has  the  automatic  feature  for  the  con- 
irol  of  production.  As  production  increases  the  size  of  the  deben- 
ure  decreases. 

The  allotment  plan,  as  we  conceive  it,  also  has  the  invisible  and 
lutomatic  control  of ' production  in  that  a farmer  avIio  pro<luces 
: trictly  a staple  croi),  like  cotton,  will  be  inclined  to  have  less  over- 
irodu'ction  of  that  crop,  which  Avould  be  sold  abroad;  in  other  words. 
10  would  want  a lesser  portion  of  that  crop  to  be  sold  abroad  and 
i greater  proportion  to  be  sold  in  the  domestic  market  at  the  cost 
)f'^production,  minimum  price;  and. a greater  proportion  will  have 
o be  withheld  by  him  or  sold  on  the  world  market  if  he  continues 
(>  over]>roduce,  so  that  if  he  is  overproducing,  he  has  to  take  the 

.vorld  price  ami  not  the  American  price. 

So  each  plan  then  has  a method  of  controlling  production  based 

Ml  the  price. 
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Now.  those  in  the  three  organizations  seem  to  have  come  to  this 
conclusion,  that  no  special  regulation  is  going  to  be  as  effective  in 
controlling  production  as  price;  that  price  is  the  only  thing  that  can 
control  overproduction.  If  the  price  is  going  to  be  depressed  by  a 
larger  equalization  fee,  if  it  is  going  to  be  depressed  by  a lesser 
del5*nture.  if  it  is  going  to  be  depressed  by  requiring  a larger  amount 
to  be  sohl  abroad,  then  that  price  is  going  to  have  a control  over 

^ There  is  no  absolute  mandate  in  this  bill  to  control  jirduction,  but 
there  is  a method  of  controlling  production  which  is  not  illegal;  it  is 

invisible,  and  it  is  applicable.  . . ^ . a 

Mr.  Glover.  Now.  would  the  equalization  fee  as  it  is  proposed 

apply  to  the  whole  crop,  commodities,  or  just  to  those  that  are  in 
the  cooperative  organizations?  4.  -n- 

Air  (jiLVY.  If  it  were  the  latter,  we  would  not  support  it.  it  ap- 
plies for  each  unit  of  the  commodity  which  is  sold  in  interstate 
commerce,  whether  it  is  sold  by  the  cooperative  members  or  by  non- 
members,  in  order  to  make  the  nonmember  commodity  bear  t le 
burden  of  handling  and  disposing  of  the  .surplus,  and  not  have  the 
entire  burden  fall  on  those  who  are  carrying  the  cooperative  organi- 
zations. . , 

Air.  Glover.  I am  in  entire  agreement  with  you  regarding  the  le- 

strictions  that  have  been  placed  on  railroads.  I think  their  hands 
are  tied'  and  I introduced  a bill  a few  days  ago  that  would  change 
that  condition.  I think  they  have  had  their  hands  tied,  so  imicli  ^o 
that  thev  have  not  been  able  to  compete  with  other  lines  of  trans- 
portatioii,  and  I hope  that  we  may  be  able  to  relieve  that  situation 

in  transportation.  . . -4.  4.-  . 

But  do  you  not  think  that  you  are  getting  uito  the  same  situation, 

when  you* speak  of  having  rides  and  regulations;  do  you  not  think 
that  you  will  get  you  into  the  same  situation  that  the  railroads  them- 
selves have  been  placed  in  ? , ^ 1 

Air.  Gray.  I think  not,  for  this  reason ; That  if  the  three  plans 

are  correlated  with  each  other,  and  do  not  conflict,  and  if  they  should 
be  enacted  into  law,  it  would  give  the  Farm  Board  and  the  coopera- 
tives working  correlatively  with  the  Farm  Board  an  opportunity  to 
work  out  the  program  for  handling  agricultural  commodities;  ancl 
instead  of  being  a restriction  on  the  industry  or  agriculture,  it  would 
he  a help,  and  therefore,  it  would  differ  from  the  situation  which 
von  speak  of  about  the  rules  and  regulations  affecting  the  railroads. 

" Now  may  I say  that  Chairman  Jones  brought  out  a question  a 
while  afro,  or  at  linist  I think  there  was  implied  in  his  suggestion  a 
question,  that  seemingly  we  did  not  agree  that  the  equalization  fee. 
the  debenture  plan,  or  the  allotment  alone,  would  be  sufticient ; and 
that  we  have  come  here  with  all  of  them.  Now,  I tried  to  make 
that  clear,  but  I will  make  it  celarer  by  means  of  illustration. 

The  Federal  Trade  Commission  right  now  in  its  effort  to  restrict 
unfair  trade  practices,  is  not  required  to  follow  any  one  hue  of 

action.  It  has  several  lines  of  action  that  it  can  follow. 

The  United  States  Tariff  Commission,  in  the  rather  heavy  vork 
that  it  is  doing,  has  about  half  a dozen  lines  that  it  has  worked  out 

to  arrive  at  the  goal  that  it  has  ahead  of  it.  , , . 4. 

Even  the  Interstate  Commerce  Commission,  under  the  transporta- 
tion act  of  1920.  is  not  restricted  in  its  duties  and  activities  along  one 
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line.  It  has  several  lines  of  activities  that  it  follows  in  handliinr  the 
railroad  situation. 

AMiat  r mean  by  that  coiu|)arison  is  this:  That  if  the  agricultural 
marketing  act  should  have  incorporated  in  it  these  three  plans  it 
will  be  nierely  following  other  legislation  which  C'ongress  has  already 
enacted  tor  many  other  hues  of  industry  in  this  great  Nation  of  ours. 

1 lease,  that  when  we  speak 
of  litk  I,  Title  II,  and  Title  III,  that  you  can  go  back  through  a 

dozen  TcderaJ  laws  which  have  been  previously  written  into  law,  for 

se\euil  lines  ot  activity,  which  the  Federal  agency  can  follow  in 
working  out  its  program. 

Mr.  Atkixs.  Mr.  Chairman. 

The  Chair3ian.  Mr,  Atkins. 

Mr.  Atkins.  Mr.  Chairman,  you  have  been  over  the  details  of 
these  various  measures  many  times,  and  have  gone  into  the  features 
of  the  equalization  fee,  the  debenture,  and  so  forth.  As  a lawyer 
no  doubt  you  are  familiar  with  the  decisions  that  have  been  rendered 
on  tae  taxing  power  and  the  right  to  ta.x  certain  things.  Is  it  not  a 
tact  that  the  only  decision  that  we  have  any  knowledge  of  is  not  by 

tion^'feeT'^'  -Attorney  General,  in  reference  to  the  equaliza- 

I he  Chairman.  That  is  the  only  opinion  we  have,  because  it  has 
never  been  enacted  into_  law,  and,  for  that  reason,  of  course,  the 
courts  liave  had  no  occasion  to  pass  on  it. 

Mr  Adkins.  Now,  Mr.  Gray,  coming  to  the  question  which  has 
alieady  been  raised:  First,  as  to  whether  we  have  a right  to  go  out 
an.i  tell  John,  tor  instance,  who  is  a farmer,  that  he  does  not  have  a 
light  to  sell  what  he  raises.  Now,  I think  that  everv  man  on  this 
coiinmttee,  and  all  of  the  older  men,  have  done  everything  that  they 
could  to  bi  ing  about  the  equalization  fee,  and  have  tried  to  bring  out 
e\ery  tact  that  they  could,  but  we  are  all  up  against  this  question,  as 
to  whether  Congress  has  the  right  to  tell  a farmer  that  he  can  not 
sell  any  proiiortion  of  his  crop  that  he  raises.  In  other  words,  from 
a pra<‘tical  .standpoint,  it  comes  to  this:  That  no  doubt  the  com- 
nultee.  as  a committee,  as  welbas  the  farm  organizations  and  everv- 
bod^  else,  feels  tliar  the  low  price  which  the  farmer  is  receivino'  for 
ills  grain  and  other  commodities,  lias  brought  about  a great  de^al  of 
distress  in  America,  and  for  that  reason  we  have  endeavored  to  brino- 
about  some  legislation  that  would  relieve  that  .situation. 

But  wo  are  ciilled  iqion  by  all  the  business  men.  farmers,  and  every- 
one else,  to  reduce  the  cost  of  government,  to  reduce  our  expenses. 
Aow.  that  IS  a very  practical  |)roposition.' Avhich  you  have  put  up 
here,  and  one  ^yhl(■h  we  have  to  eonsider.  and  I think  you  ought  to 
think  about  it  ti'cm  a practical  standpoint,  whether  it  would  be  iios- 
sible  tor  us  to  pass  a law,  even  if  Coiigre.ss  sliould  pa.ss  a law.  whether, 
iiom  a practical  .standjioint.  when  such  a 1 iw  was  passed,  we  could 

take  nut  ot  the  Treasury  any  sum  of  moiiev  to  make  this  system 
euertive. 

Xow.  as  a Jiractical  pro]>ositiou.  do  you  lot  think  that  would  be 
almost  impossible,  at  this  time^ 

Mr.  Gray.  ]\Iav  I answer  that? 

Mr.  Adkix’s.  Yes. 

iNIi . Ctrai.  laking  up  your  last  question  first,  (’ongressman  Ad- 
kins— 
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Mr.  Adkins.  Yes. 

Mr.  Gray.  Relative  to  making  it  elt'ective. 

Mr.  Adkins.  Yes. 

Mr  Gray.  From  a practical  standpoint. 

i will  sav,  and  I am  frank  to  say,  and  I believe  the  representaliyes 
of  the  National  Grange  will  correct  me  if  I make  an  error,  that  the 
debenture  plan  is  not  as  useful  at  this  time  as  the  eipialization 

Mr.  Adkins.  Do  you  think  it  would  be  possible  ? 

Mr.  Gray  (continuing).  I will  .say  that  from  a ]H’actical  stand- 
point*. taking  monev  out  of  the  Treasury,  the  <lebenturc  plan  is 
perhaps  the  least  usable  of  the  three  plans  that  we  have  in  this 
composite  bill;  and  that  brings  out  one  of  the  statements  which  1 
have  already  made,  relative  to  including  in  tins  bill  each  ot  the 
plans  which  have  been  indorsed  by  the  farm  organizations.  I will 
sav  that  with  the  Treasury  depleted  it  would  he  difficult  to  put  the 
debenture  plan  into  operation,  and  to  deflect  a certain  amount  ot 

otherwise  tariff  revenue  from  the  Treasury. 

Mr.  Adkins.  Do  you  not  think  it  would  be  almost  impossible  . 

Mr.  Gray.  It  Avoiild  he  almost  impossible,  maybe.  Two  years 
from  now.  when  conditions  will  he  correcte<l.  when  the  Budget 
will  be  balanced,  then  the  debenture  plan,  with  less  siuplus.  with 
the  machinery  for  handling  it  quicker,  Avill  he  usable. 

;Mr.  Adkins.  1934  is  as  soon  as  we  hope  to  balance  the  Budget. 

Sir.’  Gray.  Now,  taking  up  your  first  question 

Mr.  Adkins.  Yes.  p , i i 

Mr.  Gray.  The  question  of  taxing  and  the  power  of  the  federal 

Government  to  tax  a certain  portion  of  the  commodity  offered  for 
sale:  I do  not  see  that  that  question  is  apropos  to  the  amendment  in 
the  bill  now  pending  before  the  committee;  it  is  not  a question  of 
taxing,  whether  it  is  in  the  equalization  fee,  the  debenture,  or  the 

allotment  plan.  . 

In  the  eciualization  fee,  as  it  was  first  written  in  this  A ongress, 

cUid  considered  bv  tliis  coiuiuittee,  it  avus  laid  iii  tlie  tuxiiig  cbuise  ot 
the  Federal  Conkitution.  In  the  second  plan,  and  the  subsequent 
equalization  fee  amendments  having  been  ottered,  the  equalization 
fee  has  been  laid  in  the  commerce  clause  of  the  Gonstitution,  and 
wholly  removed  from  the  taxing  power  of  the  Federal  Government. 
The  equalization  fee  is  not  a tax  for  one  significant  reason,  that, 
when  collected,  it  goes  into  a commodity  fund,  and  not  into  the 
common  Treasury  of  the  United  States,  whereas  if  it  did  come 
into  the  Treasury  of  the  United  States  and  he  disbursed  out  as  are 
its  other  funds,  it  would  be  a tax.  But  it  comes  under  the  commerce 
clause  and  goes  into  a commodity  fund,  into  a fund  ■which  is  being 
cc)ntrolled  by  the  Federal  Farm  Board,  so  designated  for  the  purpore 
of  handling  the  commodity  and  is  exjiended  for  that  jiurpose. 

Mr.  Adkins.  These  are  practical  questions  that  we  are  np  against, 

Mr.  Gray. 

Mr.  Gray.  Y es. 

Mr.  Adkins,  Suppose  I have  ^^rain  to  sell,  1,000  bushels,  aiui  the 
eijualization  fee  is  2 cents  a bushel,  and  that  is  added  to  the  other 
expenses,  freight,  commission:  it  does  not  make  any  dillereiice 
wliat  you  call  it.  that  will  not  matter,  it  will  he  considered  a tax, 
whether  you  call  it  an  e<iualization  fee  or  not,  it  has  the  same  efiect 
as  a tax. 'in  tliat  it  takes  that  much  money  away  from  the  man  who 
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^lls,  and  gives  it  to  some  institution  maybe  outside  of  tlie  Federal 
CTOvernment,  but  it  is  a tax  just  tlie  same.  That  is  a practical 
question  that  we  are  faced  with. 

there  is  the  other  question,  that  many  of  the  men  will  sayt 
‘ So  far  as  I am  concerned,  I do  not  care;  }ou  can  go  ahead  and  col- 
lect it.  but,  so  far  as  I am  personally  concerned,  just  try  to  collect  it.” 
Xow,  we  have  a nuinber  of  farmers  that  are  supporting  this  idea, 
and  sa\  they  would  like  to  have  it  collected:  on  the  other  hand, 
we  have  a nuinber  who  are  not  interested  in  the  foreign  market,  who 
will  say.  “ Go  ahead  and  collect  it  from  John,  but  I would  like  to  see 
you  collect  it  on  my  commodity.” 

Collection  under  those  conditions  will  be  difficult.  That  is  the 

idea  that  we  have  in  mind.  These  are  practical  questions  we  are 
faced  with. 


Mr.  Gray.  Perhaps  the  farmer  whom  you  have  typified  in  your 
question  by  saying  that  he  would  not  be  willing  to  pay  the  tax, 
^inks  of  the  equalization  fee  or  the  plan  as  it  was  first  presented  to 
Congress,  or  to  this  committee,  some  eight  } ears  ago,  or  thereabouts. 
In  that  first  presentation  the  tax  was  assessed  upon  the  individual 
farmer,  and  any  residue  left  over  at  the  end  of  the  marketing  period 
was  prorated  back  to  the  individual  farmer.  That  was  when  we  had 
the  tax  controversy. 

Mr.  Adkixs.  Yes. 

]\Ir.  (iRAY.  After  we  had  gone  through  that  period,  we  came 
eventually  to  write  an  equalization  fee  plan  that  the  equalization  fee 
would  not  be  laid  on  the  farmer,  but  would  be  laid  on  the  commodity, 
and  would  be  collected  either  in  transportation  or  processing,  and 
then  we  came  to  Congress  with  that  idea  in  the  bill.  It  will  be 
collected  very  much  in  the  same  manner  that  freight  is  collected, 
when  an  article  is  shipped  in  interstate  commerce,  for  instance  from 
Kansas  City  to  Chicago.  ’ 

Mr.  Amaxs.  But  every  tax  that  is  laid  on  the  commodity  carries 
that  practical  (juestion  for  us  to  solve. 

Mr.  Gray.  Yes. 


Mr.  Adkixs.  Would  you  be  able  to  tell  what  the  fee  would  be  upon 
the  commodity 

Mr.  Gray  (inteiqmsing).  We  have  already  submitted  for  the 
record,  some  two  montlis  ago,  how  these  plans  under  the  equalization 
fee  and  the  debenture,  would  work  out.  That  data  is  in  the  hearino- 
before  the  committee,  only  by  estimate,  with  no  preten.se  that  the 
estimates  are  mathematically  accurate. 

Mr.  XoRTox.  That  probably  would  not  bother  the  farmer  if  he 
were  getting  more  for  his  commodity. 

Mr.  Gray.  If  the  fee  should  be  made  operative  on  the  various  com- 
modities. as  ('ongressman  Xorton  has  suggested,  it  would  not  be 
birge  enough  that  the  farmer  who  would  get  enough  extra  in  price 

from  wjiat  his  commodity  would  bring  would  have  any  objection 
;o  the  fee. 

Mr.  Larsex.  l\Ir.  Gray,  1 was  wondering  if  one  of  the  difficulties 
vvhich  you  might  incur  in  the  coui'se  of  youi  efforts  would  not  be  to 
establish  the  cost  of  ])roduction.  Xow.  'as  to  the  measure — you  pro- 
lose  five  new  sections  to  be  added  to  the  maiketin<>-  act. 
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Mr!  L^sex.  In  section  11.  sub.^ection  third,  you  propose 

.ua,  ticcoat  of  proiluction  any 

mairni^mTaVoyimarim  b'  ogrlculta'ral  cam.omty  as  M 

Pie  part  of  its  domestic  production  %vhicli  is  needed  for  couMimptioi 

XovA^'in^''4?ti<in  IG,  or  i:>,  it  is  proposed,  under  (8) , 

wherein  you  say  ” the  term  * cost  of  production  shall  include  t e 

costs  of  labor  and  interest  on  investment. ; 

I sat  here  about  three  weeks  and  questioned  everv 
here  from  the  Department  of  Agriculture,  and  there  was  about  a 
dozen  of  them  who  came,  trying  to  find  out  how  they  would  ascei- 
tain  the  cost  of  production,  and  they  said  that  there  yas  no  ya\ 

of  a.scertaining  cost  of  production.  a„f:„oiiTr 

I may  haye  drawn  a rather  dark  picture,  but  that  is 

the  situation  which  every  man  indicated,  and  I think 

bear  me  out;  every  one  of  them  said  there  was  no  Aia>  on  earth  to 

ascertain  the  cost  of  production  oii  any  coinmodity. 

Xow,  if  this  is  to  be  helpful,  will  you  kindly  explain  to  the  mem- 
bers of  the  committee  hoiv  you  are  going  to  determine  that  cost  o 

^^Mn^GRAY.  Congressman  Larsen,  I think  what  Congress  needs 
to  do  is  to  make  the  research  of  the  department  mandatory,  as  i 

suggested  before  you  came  in.  . . , i i 

Mr.  Larsen.  It  is  a question  of  giving  them  a niandate  f 
Sir.  Gray.  To  get  the  cost  of  production,  that  is  what  is  needed. 

Congressman  Larsen,  that  is  the  first  need,  I v ould  sa} . 

Mr.  Larsex.  I asked  every  member  who  came  before  tlie  com- 
mittee, every  man  from  the  department,  if  they  could  determine 
the  cost  of  production,  and  they  said  it  was  nniiossibie. 

Mr.  Gray.  In  the  second  instance.  Congress  sliould  give  to  tiie 
Bureau  of  Agricultural  Economics  and  the  Federal  Farm  Board 
the  authority  to  determine  the  cost  of  production,  estimate  the  cost 

of  production  for  agricultural  purposes.  . ^ 

We  have  the  best  precedents  in  the  world  for  using  the  cost  of  pio- 
duction.  That  is  the  system  that  has  been  in  use  and  has  been  lob 
lowed  in  every  tariff  law  for  150  years;  and  m the  present  tariff 
law  the  onl}^  yardstick  upon  which  the  tariff  is  based  is  the  cost  o 

production  of  the  article.  • i j?  -a 

Xow  the  cost  of  production  has  been  ascertained  tor  over  oU 

year'=;  ■ we  have  made  it  the  basis  upon  which  tariffs  haie  been 

raised.  I do  not  agree  that  the  cost  of  production  can  not  be 

a.scertained.  , , , l j- 

Mr  Larsex.  You  state  under  subhead  (8)  "tlie  term  cost  of  pro- 
duction ’ shall  include  the  costs  of  labor  and  interest  on  investment  • 
Mr.  Gray.  Yes;  because  very  often  research  men  do  not  include 

those  items.  , , t i i. 

Mr.  Larsex.  If  you  are  going  to  lay  such  rule  down,  do  you  not 

think  it  would  be  advisable  to  lay  down  more  or  less  definite  rules 

that  might  govern  them  in  ascertaining  the  cost  of  production . 

c*  to 
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Mr.  Gray.  Mr.  Larsen,  you  have  a statemeiit  here  in  this  proposed 
1 ill  certain  terms  used  in  the  cost  production  determination. 

Mr.  Larsex.  It  niiglit  be  well  to  formiilale  some  rules  for  them 
t ) go  by. 

Now,  I am  very  much  interested  in  any  provision  that  will  benefit 
t le  agricultural  situation,  but  I think,  in  looking  over  the  provisions 
( f tins  bill,  if  you  have  any  knowledge  that  would  help  in  forming 
t le  ba.sis  for  the  determination  of  the  cost  of  production,  or  how  it 

V ould  be  possible  to  arrive  at  the  cost  of  pro<luction,  because,  unless 
A .)u  can  airiAe  at  the  cost  of  production,  this  provision  in  the  measure 

V Inch  you  propose  would  have  little  effect. 

Mr.  Gray.  I think  that  it  might  be  Avell  to  include  that. 

Mr.  Lar.sex.  \ ou  will  have  to  make  that  apply  to  all  commodities. 

Naturally,  to  the  entire  list  of  commodities. 

( 1 he  material  asked  for  b}’  Congressman  Larsen  is  indicated  in 
the  re})ort  of  the  Ignited  States  Tariff  Commission  to  the  President 
0 : the  Lmted  States  on  “ Corn  or  Maize,”  in  October,  1928.) 

I ABLE  14  — Com:  Suiiimnry  by  areas  of  items  entering  into  the  cost  of  growing 
and  dehrering  to  elcrafor'  on  all  farms  in  the  United  f<tates  covered  bu  the 
cost  inquiry  of  the  commission.  1926~Weighted  by  quantities  shinned  out  of 
counties  where  grown,  Method  I 

[Per  bushel,  unshrunk  2] 


Item 


COST  DATA 

Dt  tailed  farm  cost: 

Labor 

Horse  work 

Machine  work  hired. 


Truck  work 

Auto  cost 

Manure,  fertiliser,  and  lime.. 
Seed  and  twine 


Taxes 

Fence  and  ditch  repairs. 


Shelling  costs 

Hauling  to  elevator. 


Total  gross  cost 

Cr  ditp  for  fodder  and  cobs 


Xet  cost. 


Ohio 

‘ Indi- 
ana 

1 

Illinois 

Iowa 

1 Min-  South 
nesota  Dakota 

Xe- 

braskf 

^ Kansas 

1 Weighted 
1 average, 

1 all  areas 

$0. 229 

$0,118 

$0. 093 

$0,112 

1 

$0. 147 

$0. 158 

$0,171 

$0.  250 

j 

1 

1 

: $0. 133 

.097 

. 114 

.084 

.098 

.115 

.164 

. 144 

.270 

1 .112 

.012 

,001 

.001 

.002 

.001 

.003 

.001 

.002 

,02ft 

.032 

. 038 

.030 

.028 

.011 

.004 

002 

.029 

.027 

.015 

.011 

' .010 

.011 

.016 

.019 

.019 

, .026 

.013 

.071 

.018 

.014 

.024 

.037 

.038 

.017 

1 .035 

.023 

.0C>9 

.010 

.011 

.013 

1 .015 

.015 

.020 

.020 

.011 

.042 

.036 

.032 

,040 

' .031 

,048 

.033 

.070 

.037 

.m 

.m 

.038 

.033 

.030 

.026 

.040 

.076 

.038 

.008 

.008 

.006 

.006 

.007 

.008 

.007 

.012 

.007 

.003 

.002 

.005 

.006 

.008 

.006 

.(m 

.004 

.017 

.018 

.015 

.018 

.026 

.025 

.026 

3.026 

.019 

.031 

.030 

.025 

.025 

.019 

.039 

,a34 

.035 

.028 

.59^ 

.437 

.369 

.417 

.478 

,559 

.515 

.854 

. 454 

.068 

.013 

.011 

.017 

.015 

.032 

.021 

.050 

.020 

.530 

.424 

.358 

.400 

.463 

.527 

- 

.494 

.804 

.434 

.131 

.169 

.235 

.222 

.174 

.241 

.228 

.327 

.218 

.025 

.028 

.020 

.027 

.021 

.032  ^ 

.024 

.041 

.024 

.156 

.197 

.255 

.249 

.195 

.273 

.252 

.368 

.242 

.125 

1 

.103 

.123 

. 166 

.120 

. 153 

.159 

.214 

.141 

.686 

.621 

.613 

.649 

.658 

.800 

.746 

1. 172 

.676 

.680 

. 555 

.501 

.593 

.604 

.712 

.677 

1.059 

.599 

.715 

.582 

.650 

.722 

.615 

.614 

.641 

. 652 

.660 

Ini  irest: 

On  land  at  6 per  cent 

On  other  capital 

Total  intere.n  on  land  and 

other  capital. 

Xe  cash  rental 

To  al  net  cost  delivered  at  ele*' 
V itor: 

With  interest  on  land  and 

other  capital 

ith  net  cash  rental  on  land 
and  intera'Jt  on  other 

cai»ital 

Kei  Jrn  10  farmer  per  bushel  of 
cj  rn  sold 


7"^  calculated  as  though  the  entire  crop  of  marketable  corn  1 ad  been  shelled  on  the  farm  and 
oei]  <erea  to  elevator. 

2 IS  show-n  by  the  records  before  making  deduction  for  shrinkage. 

iu-c  found  in  X"el*raska  was  also  used  in  Kansas  as  it  was  considered  to  be  more  representa- 

IU6  than  the  shelling  cost  actually  obtained  in  Kansas. 
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Table  15. — Com;  Nummary  hy  arean  of  ifems  entering  iufo  the  cost  of  yroming 
and  (lelivoiny  to  elevator  on  all  farms  in  the  United  t^tates  covered  by  tloe 
cost  inquiry  of  the  commission,  1926 — Weighted  on  the  total  production  for 
areas  studied,  Method  II 

[Per  bushel— uushnink  i] 

Item  1 

i 

Ohio 

Indi- 

ana 

Illinois, 

Iowa 

t 

Min- 

nesota 

South 

Dakota 

Ne- 

braska! 

Kansas 

Weighted 
average, 
all  areas 

1 

COST  DATA  1 

Detailed  farm  cost:  ! 

Labor 

1 

$0,233  ' 

1 

$0. 115 

t 

1 

1 

$0,093  i 

$0. 112 

$0. 147 

$0. 158 

.$0. 171 

$0.  2.50 

$0,146 

Horse  work , 

.096 

. Ill 

,084  1 

.098 

. 115 

.164 

. 144 

.270 

.118 

Machine  work  hin*d 

.014 

.001  , 

.001 

.002  , 

.001 

.003 

.001  ' 

.003 

Tractor  work 

.029  j 

. 035  i 

. 038  1 

. 030 ; 

.02s 

.on 

. 004 

1 .029  1 

: . 025 

Truck  work 

1 

.002 

Auto  costs 

.015  ’ 

.011 

.010  1 

.011 

.016 

.019 

.019 

j . 026  ' 

' .014 

Manure,  fertilizer,  and  lime..| 

.075  j 

.018 

.014  ; 

.024 

.037 

.038 

.017 

1 .035 

. 02*9 

Seed  and  twine ; 

.010  1 

.010 

.011  1 

.013 

.015 

.015 

.009 

1 .020 

.012 

E(|uipment  and  building 

.042 

.036 

.032  ' 

.040 

.031  1 

! . 048 

.033 

.070 

. 038 

Taxes 

,034 

.037 

.038 

.033 

.om 

. 026 

. 040 

.076 

.0:17 

Fence  and  ditch  repairs 

.008 

.008 

.006 

.006 

.007 

.0(18 

.007 

.012 

' .007 

Miscellaneous 

.004 

.003 

.002 

.005 

.006 

.008 

.006 

.004 

,004 

Shelling  costs  * 1 

.017 

.018 

.015 

.018 

.026 

.025 

.026 

*.026 

.020 

Hauling  to  elevat«-r  ^ j 

.030  1 

.032  1 

.02.5 

.025 

.019  ' 

1 .039 

.034 

, .035 

.031 

Total  gross  cost I 

.607  1 

.435 

.369 

.417 

.478  ’ 

' . 559 

.515 

.854 

' .484 

Credit  for  fodder  and  cobs | 

.(k>9  1 

.013 

.011 

.017 

.015 

.032 

.021 

1 .050 

1 

.025 

X"cl  cost j 

.538  j 

.422  1 

.358 

.400  ■ 

.463 

.527 

.494 

..S04 

. 459 

Interest: 

1 

On  land  at  6 per  cent 

1 .128 

. 164  i 

.235 

.222 

.174 

.241  1 

.230  , 

.327 

.212 

On  other  capital  at  6 per 
cent 

1 

1 .025 

1 

. 027 

.020 

.027 ; 

.021 

.032 

.024 

.041 

.025 

Total  interest  on  land  and 
other  capital 

, 153 

.191 

.2.55 

1 .249 

. 195 

.273 

j .254 

. 368 

.2.37 

X^et  cash  rental | 

. 128 

.103 

i . 123 

. lf>6 

. 120 

. 153 

. 160 

.214 

.143 

Total  net  cost  delivered  at  ele- 
vator: 

With  interest  on  land  and 
other  Ciapitai 

.691 

.613 

.613 

, .649 

. 658 

' .800 

. 748 

1.172 

. 696 

With  net  cash  rental  on 
land  and  interest  on  other 
capital 

.091 

.552 

i 

! .501 

.59.3 

.604 

.712 

.078 

1.  0.59 

. 627 

Return  to  farmer  per  bushel  of 
corn  sold 

.724 

t 

.583 

.650 

' . 722 

i 

.615 

1 

.614 

1 .641 

^ . 652 

.662 

J As  shown  by  records  before  making  deduction  for  shrinkage. 

2 Cost  calculated  as  though  the  entire  crop  of  marketable  corn  had  been  shelled  on  the  farm  and  deliv- 
ered to  the  elevators. 

3 The  shelling  cost  as  found  in  Nebraska  was  also  used  in  Kansas  as  it  was  considered  to  be  more  repre- 
sentative than  the  shelling  cost  obtained  in  Kansas. 

Mr.  Hope.  Xlr.  Chairman. 

The  Chairman.  Mr.  Hope. 

Mr.  Hope.  I understood  you  to  say.  in  answer  to  a question  by  the 
chairman,  that  the  cost  of  production  theory  applied  just  as  much 
in  this  ju'oposed  bill  to  the  equalization  fee  and  the  delienture  as  it 
did  to  the  allotment  plan;  is  that  correct? 

Mr.  Gray.  Yes.  Now,  may  I enlarge  on  that  a little  before  your 
next  question,  by  saying  that  on  the  first  page  of  the  proposed  amend- 
ments there  are  certain  phases  setting  out  the  duties  of  the  Farm 
Board,  to  ascertain  the  relationship  to  the  cost  of  production  and 
each  of  those  four  sections  are  applicable  in  the  plan. 

Mr.  Ht)PE.  Heretofore,  I have  understood  your  price  formula 
under  the  equalization  fee  program  to  he  the  world  price,  plus  tariff, 
less  the  equalization  fee.  Do  I understand  now  you  have  abandoned 
that  as  the  object  to  be  sought,  and  you  are  trying  to  get  the  cost  of 
production  formula  in  here  as  far  as  price  is  concerne<l,  and  apply  it 
to  the  equalization  fee? 
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Mr.  Gray.  No:  we  have  not  abandoned  that ; as  I said  a little  while 
af  o.  formerly  we  advocated  the  equalization  fee  ])lan.  But  the 
frreien  price,  plus  the  tarilf,  less  the  transportation,  »ives  us  a cer- 
tain price  on  a certain  commodity,  which  ordinarily  will,  if  put  into 
ef  ect.  be  higher  than  the  cost  of  production  price  ; so  that  with  this 
cc?t  of  production  indicator  or  yardstick  here  yve  have  merely  sought 
to  indicate  to  Congress  a line  below  which  the  price  could  not  and 
would  not  operate  if  the  equalization  fee  or  the  debenture  plan  .should 
g(  into  operation,  or  if  the  allotment  plan  is  used.  The  price  would 
coQstantly  be  higher  than  the  cost  of  production  if  any  one  of  the 
pi  ms  Avas  used. 

Nmw,  let  me  make  this  one  further  statement:  We  are  not  taking 
th'  cost  of  production  as  the  scientific  basis  and  approving  it  as  a 
fij  ed  price,  but  we  are  taking  it  as  an  indicator  below  which  the  price 
sh  )uld  not  prevail.  There  is  no  price  fixing  in  this  bill. 

Mr.  Hope.  That  is  the  thought,  except  that  in  the  allotment  plan 
yc  Li  do  take  it  as  a common  denominator,  that  is  the  average  cost  of 
pi  aduction,  as  a means  of  determining  the  price  below  Avhich  the 
CO  nmodity  shall  not  sell ; is  that  true  ? 

Mr.  Gray.  It  is  true  that  in  the  relationshij)  of  all  the  plans  the 
CO  T of  production  of  a commodity  has  been  ascertained  and  promul- 
gated;  after  that  is  done  then  the  licensees  Avho  handle  the  com- 
m<  idity  under  the  warehouse  act  or  under  the  marketing  act  can  not 
handle  that  commodity  below  the  cost  of  production  as  ascertained 
fo  • that  commodity  and,  should  they  do  so,  they  would  forfeit  their 
lie  ?nse. 

Mr.  Hope.  You  fix  the  minimum  price  then,  the  basis  of  cost  of 
pr  iduction  under  the  allotment  plan? 

VIr.  Gray.  It  is  true,  in  a way,  speaking  of  the  minimum  price, 
bu : it  is  not  fixing  the  price,  because  the  commodity  can  move  at  any 
pr  ce  aboA'e  the  cost  of  production ; it  fixes  no  definite  figure  for  the 
pr  ce  of  a commodity. 

dr.  Hope.  The  minimum  but  not  the  maximum? 

dr.  Gray'.  Not  the  maximum;  it  could  be  considered  as  a minimum 
pr  ce,  Avith  the  cost  of  production  being  the  minimum  price. 

dr.  Hope.  Noav,  the  cost  of  production,  as  those  words  are  used, 
wc  uld  be  the  aA^rage  cost  of  production  ? 

Mr.  Gray.  I would  judge  so,  taking  the  whole  commodity  in  all 
p»a  -ts  of  the  Nation. 

,dr.  Hope.  It  would  mean  that  if  you  fix  that  minimum  price  on 
fai  ms  where  the  cost  of  production  was  higher  than  the  average, 
th(  n the  producer  would  stell  at  a loss  if  he  sold  at  the  average  price, 
so  that  the  producer  would  find  his  profit  varying  according  as  the 
an  ount  that  the  cost  of  production  Avas  less  than  the  a\'erage  cost. 

Mr.  Gray.  That  might  develop  on  account  of  regional  conditions, 
Avbere  you  haA’e  different  costs  of  production;  it  Avould  be  advan- 
taf  eons  to  farmers  in  certain  sections,  and  disaiivantageous  to  farm- 
ers in  other  sections ; and  it  might  work  a hardship  on  some  farmers, 
and  it  might  bring  somewhat  of  an  advantage  to  others;  but  I do  not 
see  hoAV  you  are  going  to  correct  that;  that  applies  to  the  agricultural 
siti  lation  now,  and  it  applies  to  other  industries. 

] Ir.  Fulmer.  That  same  situation  faces  the  fiirmer  under  the  pres- 
ent conditions. 
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Mr.  Gray.  I Avas  just  going  to  point  out.  Congressman,  that  at  the 
present  time  there  is  a Avide  fiuctuation  in  tlie  price  that  the  farm 
commodities  of  different  farmers  brings,  and  the  cost  of  production 
varies  in  different  areas,  so  that  it  Avould  be  no  more  difficult  under 
any  one  of  the  three  of  these  plans  than  it  is  noAV ; and  in  addition 
you  Avould  have  price  stabilization  and  a price  minimum.  We  have 
variations  now,  but  it  might  be  that  the  figures  w’ould  be  in  someAA’hat 
of  a different  proportion. 

Mr.  Adkins.  Mr.  Gray,  haA^e  you  made  any  estimate,  if  the  equal- 
ization fee  plan  had  been  put  in  operation — not  at  this  time,  because 
we  knoAv  we  haA’^e  a surplus  now — but  if  it  had  been  put  in  operation, 
the  equalization  fee  plan,  on  the  tlomestic  consumption,  let  us  say, 
of  wheat,  haA-e  you  made  any  estimate  as  to  what  the  fee  would 
haA’e  been?  Take  it  upon  the  market  that  aa^c  have  now;  haA'e  you 
any  figures  that  you  could  put  in  the  record  showing  that  ? 

Mr.  Gray.  They  have  already  been  put  in  the  record.  Congressman. 

Mr.  Adkins.  They  haA'e  not  been  spoken  of  liere,  that  I recall.  I 
think  that  Avould  be  heljiful. 

Mr,  Gray.  In  the  hearings  that  Avere  held  before  this  committee 
two  months  ago.  they  were  put  in  the  record. 

Mr.  Adkins.  They  were  put  in  the  record  ? 

Mr.  Gray.  Yes. 

Mr.  Adkins.  If  they  haA'e  already  been  furnished,  it  Avill  not  be 
necessary  to  supply  them  again. 

Mr.  Gray.  You  will  find  them  in  the  hearings  held  on  February 
16  and  17,  on  the  farm  marketing  program. 

Mr.  Adkins.  VerA"  Avell. 

Mr.  Gray’.  They  Avere  supplied  then. 

Mr.  Adkins.  It  is  not  necessary  to  give  them  noAv. 

Mr.  Hope.  Mr.  Gray,  folloAving  up  this  matter  of  the  cost  of  pro- 
duction : I am  talking  about  wheat  particularly,  because  there  is  a 
very  great  variation  in  the  cost  of  producing  Avheat  in  different  parts 
of  the  country. 

Now,  I have  been  shoAvn  in  my  district  by  farmers  who  produce 
Avheat  that  they  can  produce  it  at  50  cents"  a bushel,  and  some  of 
them  for  eA’en  less  than  that,  but  let  us  take  that  figure.  I have 

some  farmers  where  they  produced 
wheat  for  40  cents  a bushel.  Now,  do  you  think  that  Congress,  if  it 
thought  it  wise  to  give  the  department  the  power  to  regulate  inter- 
state commerce  or  license  dealers  all  over  the  country  to  pay  that 
farmer  in  my  district  Avho  is  producing  wheat  at  40  or  50  cents  a 
bushel,  60  cents  a bushel,  at  which  he  could  sell  wheat  and  make 
money — it  is  your  idea  that  they  could  tell  this  farmer  that  he  can 
not  produce  wheat  and  sell  it  for  that  price  ? 

Mr.  Gray.  No;  and  this  amendment  does  not  say  that.  I think 
that  under  this  amendment  your  farmer  who  can  operate  at  a loAver 
co.st  of  production  would  have  every  advantage  over  the  farmer,  say, 
in  Pennsylvania,  in  the  production  of  wheat,  because  of  his  less  acre- 
age resulting  in  the  higher  cost  of  production;  so  that  the  cost  of 
production  would  be  to  the  advantage  of  the  farmer  who  was  able 
to  produce^^wheat  for  40  cents  a bushel,  whereas  the  aA^erage  cost  for 
the  Nation  over  might  be  $1.25;  it  would  give  your  farmer  a distinct 
advantage. 

Mr.  Hope.  That  may  be  true. 
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Mr.  Gray.  I think  it  would  give  him  an  advantage. 

Mr.  Hope.  But  when  you  say  to  my  farmer  that  he  can  only  sell 
a certain  proportion  of  what  he  produces  oii  the  domestic  mail^t, 
or  Cont^ress  says  that  he  can  only  sell  a certain  proportion  ot  his 
r roducGon,  and  that  he  must  take  some  of  it  off  of  the  market  and 
d ispose  of  it  in  some  other  way ; that  is  a feat  ure  I am  interested  in. 

Mr.  Gray.  It  does  not  tell  him  he  can  not  sell.  It  simply  tells 
Hm  that  a certain  percentage  of  his  crop  may  be  sold  and  must  be 
s lid  at  the  cost  of  production  figure,  or  beyond  that  fagure ; and  a 
certain  percentage  will  be  sold  at  a lesser  price,  the  world  price, 
\'hatever  that  may  be.  It  does  not  deny  the  farmer  the  right  to  sell, 
i ; merely  regulates  the  sale  and  says  that  he  can  not  sell  his  com- 

rioditv  here  below  a certain  figure.  , , 4.1 

Mr 'Hope  It  prevents  him  from  going  to  a dealer  and  telling  tliat 

( elder  that  he  will  sell  him  all  his  wheat.  The  dealer  nnght  say, 

‘ I can  buy  part  of  vour  wheat,  but  I can  nof.  buy  all  of  it. 

The  farmer  would  say,  I want  to  sell  all  of  it,  but  under  this 

svstem  the  farmer  could  not  do  that.  . n i • 

' ilr  Gray.  There  is  nothing  in  this  amendment  that  does  tell  Inm, 

Arhetlier  in  the  allotment,  the  equalization  fee,  or  the  debenture  plan, 

1 hat  he  can  not  sell ; but  it  merely  segregaU^s  the  sale,  whether  the 
( Qualization,  the  debenture,  or  the  allotment  jdan,  into  two  parts,  the 
domestic  and  the  foreign.  When  it  has  been  segregated,  you  can 
1 ell  him  how  much  can  be  sold  in  the  foreign  market,  allot  the 
i, mount  under  this  plan,  and  that  is  what  this  bill  does.  It  does  not 
t ell  him  he  can  not  sell,  but  separates  the  crop  into  two  items,  and 
1 ells  him  where  each  one  can  be  sold. 

Mr.  Ketcham.  Mr.  Chairman 

The  Chairman.  Mr.  Ketcham. 

Mr.  Ketcham.  I was  interested  in  the  point  which  was  developed 
:b  moment  ago,  of  the  Kansas  farmer’s  lower  cost  of  production,  as 
i:ompared  with  the  Pennsylvania  farmer.  >iOW,  that  is  a situation 
vhich  I have  had  in  mind  for  some  time,  and  when  Mr.  Simpson  was 
m the  stand  in  a previous  hearing,  I asked  him  this  question,  as  to 
vhether  or  not  there  was  in  any  plan  for  State  allotment,  \\hethei 
,'ou  were  going  to  take,  for  instance,  the  avea-age  of  the  wheat  pro- 
luced  antf  determine  the  allotment  that  would  go  to  each  State,  or 
.vhether  it  should  be  left  to  the  individuals.  He  said,  and  I think 
[ recall  his  testimonv  correctly,  that  the  question  of  production  would 
le  left  to  the  individual  farmers,  that  the  States,  as  States  in  wheat 

H'oduction.  would  not  be  considered. 

Now.  if  that  be  true,  would  it  not  follow,  if  you  had  the  allotment 
olan,  tliat  the  Pennsylvania  farmer  who  would  have  the  higher  cost 
i>f  production,  would  be  driven  out  of  the  agricultural  production 
if  wheat  by  the  farmer  in  Kansas  with  the  lower  cost  of  produc- 
ion  ? The  Pennsylvania  farmer’s  cost  of  production  being  greater, 
;he  Kansas  farmer  with  the  low  cost  of  production  would  still  be 
Jetting  a greater  allotment,  and  he  would  be  induced  to  go  in  and 
produce  more  wheat,  because,  as  a State,  there  would  be  no  liinita- 

don  on  him. 

Mr.  Hope.  That  is  true,  with  this  exception 

Mr.  Gray.  Will  you  please  let  me  answer  that,  Mr.  Hope  ? 

Mr.  Hope.  Certainly. 
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Mr.  Gray.  Looking  at  it  wholly  from  the  point  of  view  of  the  price 
secured  from  the  commodity.  Congressman  Ketcham,  the  terulency 
on  the  part  of  tlie  Pennsylvania  farmer  would  inevitably  be  just  as 
you  indicate;  but  there  are  other  factors  than  the  price,  that  farmers 
sometimes  consider  in  the  production  of  these  crops.  There  is  rota- 
tion of  crops,  for  instance,  and  other  factors,  that  might  induce  the 
l^mnsylvania  farmer  to  stay  in  the  wheat  game  in  a mild  wa}'  disre- 
gardful of  the  price;  but  from  the  point  of  view  of  price,  the  ten- 
dency would  be  as  you  indicate. 

Mr.  Ketcham.  If  it  were  purely  a price  proposition,  the  sugges- 
tion I made  vou  think  would  work  out  that  wav^ 

« * 

Mr.  Gray.  Y es. 

Mr.  Ketcham.  That  the  lower  cost  of  j)rodiiction  farmer  would 
have  the  advantaged 

Mr.  Gray.  Yes. 

Mr.  Ketcham.  Thank  you. 

Mr.  Hope.  Just  in  that  connection,  we  are  assuming  here  that  we 
are  going  to  increase  the  price,  if  Ave  give  every  farmer  the  average 
cost  of  production;  so  that  to  that  extent,  at  least,  you  would  put 
the  Pennsylvania  farmer  who  has  a higher  cost  of  production  on  a 
better  price  basis. 

Mr.  Gray.  You  would  ])ut  him  on  a better  basis  than  he  is  now, 
that  is  true;  but  at  least  the  Kansas  farmer  would  receive  a corre- 
spondingly greater  price  for  his  production,  so  that  the  disparity  of 
relationship  between  the  two  Avould  be  out  of  balance  no  more  than 
it  is  at  the  present  time. 

Mr.  Hope.  It  is  probable  that  the  present  relationship  would  con- 
tinue. but  if  you  put  the  Pennsylvania  farmer  s jirice  up  liigher,  and 
you  limit  the'  proportion  that  the  Kansas  farmer  is  going  to  be  per- 
mitted to  sell,  it  Avill  not  necessarily  decrease  his  loss;  you  decrease 
the  loss  of  the  Penns vlvania  farmer,  whereas  the  Kansas  farmer  may 
have  to  .sell  a large  percentage  of  his  crop  below  the  cost  of  produc- 
tion in  a foreign  market. 

Mr.  Keichaai.  The  suggestion  is  that  the  percentage  i-elationship 
between  the  Pennsylvania  and  Kansas  farmer  is  made  on  the  indi- 
vidual basis,  and  the  Kansas  farmer  would  have  so  much  .‘^mailer 
cost  of  production  as  compared  to  the  cost  of  production  throughout 
the  I'^nited  States,  that  lie  might  even  sell  that  percentage  below  the 
average  cost  of  production  and  still  receive  for  the  part  which  he 
sells  in  the  domestic  market  an  increased  price  above  his  cost  of  pro- 
duction, whereas  the  saleable  proportion  of  the  Pennsylvania  farmer 
may  be  lower  than  the  average  cost  of  production. 

Mr.  Hope.  That  may  be  true. 

i\Ir.  Adkins.  The  Pennsylvania  man  is  not  dependent  upon  wheat 
very  much. 

Mr.  Gray.  No:  he  is  not  deiiendent  on  wheat  in  Pennsylvania.  The 
Pennsylvania  farmer,  it  is  true,  does  not  depend  upon  the  sale  of 
staple  commodity  crops;  his  sale  is  very  largely,  dairy  products. 

Mr.  Adkins.  Can  you  tell  whether  there  is  any  demand  from  the 
farmers  of  the  East,  the  eastern  or  northeastern  farmers,  for  this 
legislation  ? 

Mr.  Gray.  I am  glad  you  brought  that  thought  out,  Congressman 
Adkins. 
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Mr.  Adkins.  Or  whether  it  is  more  from  the  West,  South,  and 
Middle  "Western  States. 

Mr.  Gray.  You  remember,  Congressman  Adkins,  and  the  mem- 
bers of  the  committee  will  remember,  that  when  we  first  began  to 
talk  of  farm  relief,  the  equalization  fee  and  the  debenture  plan,  the 
East  was  not  much  interested;  the  eastern  farmers  were  not  so  much 
nterested,  because  they  had  not  suffered  so  hi'avily.  In  the  last  three 
v^ears,  this  depression  whicli  has  been  felt  by  the  South,  the  Middle 
West,  and  the  Xorthwestern  farmers  for  10  years  has  permeated  now 
into  the  Northeast  in  agriculture  as  Avell  as  into  the  whole  line  of 
industry;  but  the  Middle  West,  the  South,  and  the  Northwest  have 
oeen  feeling  it  for  10  years.  They  have  been  clamoring  for  some  sort 
af  relief  during  that  time.  The  Northeastern  farmer  during  the  last 
three  vears  has  come  to  realize  the  fact  that  he  needs  relief,  too;  and 
we  have  reports  from  such  organizations  as  the  New  York  State 
Farm  Bureau,  the  New  York  State  Grange,  and  Dairymens’  League, 
md  other  institutions,  who  are  just  as  insistent,  practically  speaking, 
for  some  sort  of  agricultural  relief  as  any  other  part  of  the  country 
las  heretofore  been. 

Mr.  Adkins.  The  reason  I asked  the  question  was  because  I drove 
hrough  Pennsvlvania  recentlv — Lancaster  C ountv — and  some  other 
‘ounties,  and  talked  to  many  of  the  farmers. 

Mr.  Gray.  Yes. 

Mr.  Adkins.  And  I never  heard  them  asking  verv  much  about  it. 

Mr.  Gray.  I think  that  I might  call  to  your  attention  the  fact 
hat  the  feed  and  drought  loans,  which  Congress  has  approved  every 
rear,  practically,  for  the  last  10  j’ears,  applicable  to  certain  restricted 
ireas;  and  the  last  Congress  approved  a rather  remarkable  fund 
for  feed  and  drought  loans,  and  you  would  have  thought,  perhaps, 
hat  the  northeast  section  of  the  countrv  was  not  so  much  interested. 
But  I can  point  you  to  the  State  of  New  Hampshire,  which  has 
[ualified  in  every  county,  by  setting  up  couni  y committees,  to  receive 
he  benefit  of  the  seed,  feed,  and  drought  loans  from  the  fund  that 
Senator  Smith  and  Congressman  Jones’s  bill  has  made  available, 
segregated  from  the  Keconstruction  Finance  Corporation  funds. 

Mr.  Adkins.  Do  you  not  think  that  it  is  perhaps  because  Uncle 
Sam  makes  more  desirable  loans;  that  if  the  farmer  is  not  able 
:o  pay  it  back,  that  it  is  charged  off  and  he  does  not  have  to  pay  it? 

Mr.  Gray.  Well,  I am  not  answering  that  question  now. 

Mr.  Adkins.  Where  the  money  is  appropriated. 

Mr.  Gr.\y.  I am  not  answering  that  question,  but  I can  say  that 
he  farmers  in  the  northeastern  jiart  of  the  country,  and  in  New 
Fork,  have  told  me  that  the  local  committ<‘es  have  already  set  up 
heir  organizations. 

Mr.  Adkins.  Through  this  legislation  ? 

Mr.  Gray.  Yes.  They  can’t  get  enough  money  from  the  local 
•redit  agencies,  and  they  must  start  out  this  year’s  operations  by 
lorrowing,  as  they  can  not  meet  their  fixed  charges,  such  as  fertilizer 
•osts. 

Mr.  Clarke.  Do  you  not  think  that  the  farmers  are  suffering  now 
*rom  too  much  easy  credit  ? 

Mr.  Gray.  I think.  Congressman  Clarke,  that  the  trouble  with 
he  farmer  now  is  not  so  much  that  of  credit  as  the  trouble  he  has 
vith  the  prices  he  gets. 
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Mr.  Clarke.  Yes;  but  if  we  furni^ll  the  farmer  chea])  muiiey, 
naturally  his  trouble  is  going  to  inci'ease. 

Mr.  Gray.  That  may  be.  Mr.  Chairman,  Congressman  Adkins 
asked  a question  in  regard  to  the  ecpialization  fee,  and  the  other  plans 
ni  relation  to  the  tax. 

Mr.  Adkins.  Yes. 

Mr.  Gray.  That  is  a very  important  <iuestion.  I answere<l  it 
briefly,  but  I should  like  to  a^k.  with  your  permission,  that  Mr.  Earl 
Smith,  of  Illinois,  who  has  been  intei'e.sted  in  the  farm  relief  (jues- 
tion  ever  since  we  have  had  the  fight  here  hi  Congress,  briefly  ex- 
])lain  the  tax  side  of  this  question  for  a few  minutes  or.  as  long  as 
the  committee  or  he  desires  to  talk,  if  that  meets  with  your  ajiproval. 

The  Chairman.  We  will  be  glad  to  hear  him. 

STATEMENT  OF  EAKL  SMITH,  PRESIDENT  ILLINOIS  STATE  FARM 

BUREAU 

Mr.  SruTTii.  I would  like  briefly  to  explain  that.  Mr.  Chairman. 

I believe  the  name  “ tax  upon  the  farmer,  in  connection  with  the 
equalization  fee,  is  one  of  the  greatest  misnomers  that  was  ever  jire- 
sented  to  the  American  people.  It  is  just  like  any  othei'  principle 
that  is  ai)])lied  to  business,  that  we  are  seeking  to  apply  to  agricul- 
ture : it  is  not  a tax. 

First,  let  me  say  that  a careful  .study  of  the  marketing  of  wheat 
in  Chicago  as  compared  with  Liverpta)!  in  the  last  decade  shows 
clearly  that  the  Chicago  market  averaged  from  0 to  tJ  cents  a bushel 
below  the  Liverjiool  market,  from  1921  to  1930.  It  further  .shows 
that  commencing  within  a very  few  months  of  the  time  tha.t  tlie 
stabilization  operation  of  the  Farm  Board  was  started,  that  there 
was  a change,  in  the  price  relationship.  The  relationship  of  price 
changed,  and  the  average  from  that  month  to  the  present  month 
shows  that  the  Chicago  price  was  somewhat  above  the  Liverpool 
j)rice.  hut  we  did  not  start  to  get  that  into  the  hands  of  the  coopera- 
tive organizations  immediately. 

Now.  to  get  right  down  to  the  equalization  fee:  Allow  me  to  give 
you  an  illustration,  and  I would  like,  if  you  will,  to  take  your 
pencils  and  follow  me.  I believe  I can  make  this  clear. 

I am  going  to  a.ssume  that  this  year  we  are  going  to  ])rodnce 
siOO.OOO.OtX)  bushels  of  wheat,  considerably  above  the  estimate  of  the 
Federal  department  for  this  year.  And  I am  going  to  ask  you  to 
assume  that  the  American  ])e(q)le  themselves  Avill  oidy  consume 
(iOO.OOO.OOO  bushels  of  that  wheat,  oO.OOO.OOO  bushels  below  the  lowest 
e.stimate  of  consumption.  In  that,  I ivill  stay  well  within  the  esti- 
mates. 

Now,  I am  going  to  assume  that  the  intent  and  pur])ose  of  the 
law,  if  it  is  approved,  is  to  get  the  tariff'  operating  on  that  part  of 
the  American  i)roduction  that  is  consumed  in  America,  that  being 
the  intent  and  purpose  of  the  equalization  fee. 

In  order  to  have  the  figures  simple,  we  will  assume  40  cents,  in- 
stead of  42  cents,  on  all  over  000,000,000  bushels  of  wheat  that  comes 
into  America. 

I immediately  .see  that  2O0.000,000-bushel  suq)lus  is  one-fourth  of 
the  production.  Therefore.  I find  that  it  will  l>e  necessary  to  impose 
an  equalization  fee  of  one-fourth  of  the  tariff.  "\Ve  start  out  with  an 


FARM  MARKETING  PROGRAM 


Ivi 

Ruuali/.atii'ii  fee  of  10  oonts  on  all  of  the  wheat  that  is  hroufiht  into 
the  ehannels  of  tiaile.  1 would  eolleet  ■with  that  fee  $s0.000,0()0  t(j 
i;o  into  a r('\()lvintr  fiiinl:  that  is.  10  cents  on  the  HOO.OOO.OOO  Inishels. 
The  snrptns  of  -Joil.OOO.OOO  bushels,  not  in  the  channels  of  trade  here, 
woidd  he  sold  on  foreiiin  markets,  or  on  some  inarket  somewhere, 
for  40  (.•cuts.  Then  that  wheat  has  hrou<i,ht  $1  in  the  channels  of 
trade  here.  We  find  that  the  cooperatives  and  other  lar^^e  <rrain 
merchants  with  snrplusi^s  on  their  hands,  and  with  the  American 
])olicv  that  the  surplus  is  "oin^  out  of  America,  everyone  in  America 
will  know  that  we  will  not  have  a surplus  on  the  (lomestic  market, 
that  there  -is  iioinji  to  be  a disixisition  o1  this  commodity,  and  that 
this  money  is  not  froin^  into  the  Federal  Ti’easury.  e sell  the 
•2O0.OOO.Oob  bushels  of  that  wheat,  that  vas  bou<?ht  for  5sl  from  the 
American  farmer,  of  the  800,000,000  bushels,  but  we  have  V»>t 
of  10  cents  from  the  farmer,  so  that  he  gets  90  cents. 

AVe  sell  the  -dOO.OOO.OOO  bushels  of  wheat  at  40  cents  a bushel,  and 
we  have  lost  $<S0, 000,000.  AAd*  must  go  to  the  revolving  fund  to  get 
the  money  to  take  care  of  that  loss. 

Now,  what  I would  like  to  say  is  this:  Unit  is  not  a tax.  I nder 
normal  conditions,  in  the  past  20  years,  Liverpool  prices  have  con- 
trolled the  price  of  wheat  in  America.  I .stated  that  previous  to  the 
action  of  the  Farm  Board,  its  stabilization  operations,  that  each  and 
every  year,  without  a single  exception,  with  the  exception  of  the  war, 
and  w'e  can  rule  that  out  of  consideration,  that  each  and  every  year 
the  price  of  wheat  in  the  Chicago  marki't  was  below  the  Liverpool 
market,  without  any  artificial  .stimulus  of  the  Government. 

Now,  then,  if  that  were  the  case,  then  all  of  this  800,000,000 
bushels  would  sell  for  00  cents  a bushel,  or  $480,000,000.  AAlth  the 
equalization  fee  and  all  of  it  sold  for  $1,  Avith  a charge  of  10  cents 
taken  out.  leaves  a net  of  90  cents  a bu.shel  to  the  American  farmer, 
and,  90  cents  times  800,000.000  bushels  is  $720,000,000.  AAT  have  the 
dilference.  then,  between  $480,000,000  and  $720,000,000  going  into  the 
pockets  of  the  farmers  of  this  country. 

It  does  not  cost  the  Treasury  anything;  it  does  not  cost  the  con- 
sumer anything,  because  tho.se  who  are  informed  tell  us  that  the 
price  of  bread  Avould  not  change  if  wheat  sold  for  $1  instead  of  00 

cents  per  bushel.  • i r 

Xow,  I wonder  if  anv  farmer  or  any  legislator  can  sincei’cly  refer 

to  this  and  call  it  a public  tax?  Especially  Avhen  they  think  of  the 
net  result  of  the  increase,  by  $240,000,000.  the  amount  of  money  com- 
ing into  the  i)roducer's  pocket.  Should  it  not  be  called  a surplus 
control  charge  ? AVhen  you  .sell  commodities  in  the  markets  of  this 
country,  yoirpav  the  freight  bill,  you  pay  the  transportation  charges, 
and  you' pa V the  warehou.se  charges,  and  you  ]>ay  the  commission 
charges  for' the  service;  and  this  is  a charge  for  service  rendered. 
Tlie  equalization  fee,  as  we  interjiret  it,  is  a .surplus  control  charge, 
and  certainly  not  a tax  upon  the  farmer. 

Air.  Adkins.  Xow,  Air.  Smith,  you  said 

Air.  Smith  (continuing).  There  isn't  anything  in  the  coii-struction 
of  our  organization,  Air.  Adkins,  wherein  one  penny  of  the  iniualiza- 
tion  fee,  collected  from  the  commodity,  is  used  for  institutional 
operation. 

Air.  Adkins.  A'our  illustration  has  been  put  in  the  record  pretty 
nearly  bv  every  organization,  many  times. 
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Yes. 

d'he  Chairman.  AAT  have  gone  over,  pretty  tlioroughly,  before 
this  committee,  from  time  to  time,  the  legal  plia.ses  (d‘  the  equaliza- 
tion fee  until  I do  not  thiidv  it  necessary  to  go  any  further  than  your 
general  statement.  Air.  Smith.  1 would  like  to  ask  you  if  you  are  a 
p ract  icing  1 a wy  er . 

Air.  Smith.  Xo. 

The  C'hairman.  Have  you  ever  practiced  law? 

Air.  Smith.  Xo. 

d'he  Chairman.  Have  you  .studied  law  ? 

Mr.  Smith.  Xo.  r n 

The  Chairman.  1 was  going  to  ask  you  a (juestion.  but  I will 

not  do  it. 

Air.  Smith.  Xo;  I am  just  a farmer. 

The  Chairman.  All  rigdit.  Air.  Smith.  We  thank  you. 

Air.  Gray.  Air.  niairman.  I would  like,  if  you  have  a few  minutes, 
to  hear  Air.  Brenckman. 

The  C’hairman.  I think  we  will  have  a little  time,  but  we  are 
trying  to  finish  to-day. 

STATEMENT  OF  FREDERIC  BRENCKMAN,  WASHINGTON  REPRE- 
SENTATIVE THE  NATIONAL  GRANGE,  WASHINGTON,  D.  C. 

Air.  Brenckman.  Air.  Chairman  and  memliers  of  the  committee, 
mv  name  is  Frederic  Brenckman;  1 am  the  A\  ashington  rejnesenta- 
ti-ve  of  the  Xational  Grange. 

As  the  members  of  this  committee  know,  the  Grange  has.  for  years, 
advocated  the  export-debenture  plan  as  a means  of  giving  equalized 
tarilf  benefits  to  the  producei’s  of  our  surplus  crops.  M e feel  that 
the  debenture  is  morally  sound,  and  we  think  that  it  is  economically 
just  as  sound  as  the  tar'ilf  itself.  We  are  ofiering  it  as  a complement 
and  a supplement  to  the  tariff  system. 

At  its  last  annual  meeting,  held  in  Aladison.  AVis..‘the  Grange 
again  declared  in  favor  of  the  debenture,  or  such  other  method  of 
bringing  the  exportable  sui’plus  crops  and  the  livestock  production 
under  the  protective  system  as  could  be  develo])ed  on  a sound  and 
economic  basis.  So  far  as  our  general  {lolicy  on  this  subject  is 
concerned,  it  was  well  presented  at  the  previous  hearing  before  this 
committee  by  Air.  L.  J.  Taber,  the  master  of  the  Xational  Grange, 
and  it  would  simply  be  needless  to  go  over  that  again  ami  repeat  all 
that  he  then  said. 

Referring  to  the  conii>osite  bill  that  is  now  before  the  committee, 
as  Air.  Grirv  informed  you.  tlie  three  farm  organizations  agreed  to 
submit  the.s'e  three  plan's — the  debenture  plan,  the  equalization  fee, 
and  the  allotment  iilan — in  the  form  of  a composite  bill,  leaving  it  to 
the  committee,  to  Congress,  and  to  the  Farm  Board  to  put  into  effect 
the  plan  which  might  seem  most  likely  to  jiroduce  the  desired  results. 

Xow.  we  are  leaving  it  tvith  you  with  that  understanding. 
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We  ho})e  that  the  committee  will  be  able  to  uirree  on  some  bill  ami 
pass  it.  So  far  as  the  Grange  is  concerned,  if  the  committee,  in  its 
wisdom,  thinks  that  some  other  plan  is  better  and  more  workable  than 
the  debenture  plan,  we  ai’e  going  to  go  along  with  you  as  far  as  we 


can. 

We  have  never  advocated  the  debenture  j)lan  in  mandatory  form. 
We  realize  that  conditions  are  somewhat  ditferent  at  this  time  from 
what  they  were  when  the  debenture  plan  was  fii'st  brought  to  Con- 
gress: that  there  is  a Treasury  deticit.  and  that  there  would  naturally 
be  some  reluctance  on  the  part  of  Congress  toward  deflecting  any 
part  of  the  revenue  that  would  be  kept  out  of  the  Treasury  by  the 
operation  of  the  debenture  plan. 

However,  if  that  plan  will  really  do  what  it  is  intended  to  do. 
I do  not  believe  that  we  ought  to  be'  discouraged  even  by  the  present 
condition.  We  have  not  hesitated  to  api>ropriate  $500, 000, 000  from 
the  Treasury  to  start  a Keconstruction  Finance  Corporation  and  t<) 
authorize  that  corporation,  all  told,  to  go  in  debt  to  the  extent  of 
$‘2,000,000,000  to  help  industry  and  business.  The  debenture  plan, 
if  put  into  operation  on  the  basis  of  the  experience  of  normal  years, 
would  not  reduce  customs  receipts  more  than  approxinmtely 
$150,000,000  a year.  We  feel,  therefore,  that  in  spite  of  the  Treasury 
deflcit  and  the  great  need  of  revenue  to  balance  the  Budget,  if  the 
debenture  plan  could  be  placed  in  operation  and  really  increase  the 
purchasing  power  of  the  American  farmer,  that  there  would  not 
be  any  $150,000,000  that  could  be  expended  to  any  better  advantage 
than  the  money  used  in  making  the  clebenture  plan  effective. 

We  simply  "can  not  expect  the  return  of  prosperity  so  long  as 
27,000.000  people,  living  on  the  farms  of  America,  have  no  purchas- 


ing power. 

I was  very  much  interested,  a short  time  ago,  when  one  of  the 
farm  leaders  of  the  Northwest  said  that  if  the  farmers  had  the 
purchasing  power  to  supply  their  needs  $1,000,000  worth  of  paint 
could  be  sold  right  now.  That  would  be  a very  substantial  contri- 
bution to  the  revival  of  prosperity  in  this  country. 

The  CHAiii:aAN.  We  desire  to  thank  you,  Mr.  Brenckman. 

Mr.  Adkins.  I would  like  to  ask  one  tfuestion,  Mr.  Chairman. 

The  Chairman.  If  you  will  make  it  short,  Mr.  Adkins. 

Mr.  Adkins.  Now.  we  have  made  an  appropriation  of  $125,000.<H)0 
additional  nionev  for  the  Federal  land  banks  for  the  relief  of 
afrriculture.  This  committee  voted  out  a bill  for  $10,000,000  inter- 


mediate credit  bank-loan  money,  and  the  Reconstruction  Finance 
Coriioration  is  not  financing  industry  alone,  because  any  credit 
organization,  of  any  kind,  agriculture  as  Avell  as  other,  can  take 
advantage  of  it.  We  have  gone  a long  way,  I think,  in  providing 
purchasing  power,  so  far  as  it  can  be  done,  by  relea.sing  funds  for 
use  of  agriculture,  as  well  as  evervbodv  else. 

Mr.  Brenckman.  Mr.  Adkins.  I realize  that  the  Reconstruction 


Finance  Corporation  is  not  exclusively  for  the  benefit  of  industry 
or  business. 


The  Chairman.  We  de.sire  to  thank  vou,  !Mr.  Bi'enckman. 


^Ir.  Brenckman.  Thank  you,  Mr.  Chairman. 

Mr.  Gray.  Mr.  Chairman,  I would  like  to  suggest  that  this  bill 
be  made  a part  of  the  record. 
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The  Chairman.  Without  objection,  the  bill  will  be  printed  in 
the  hearings,  at  the  first  part  of  to-day's  hearing. 

Mr.  Gray.  Thank  you. 

XoAV,  I would  like,  if  the  Chair  will  .so  indicate,  permission  to 
have  Mr.  Charles  H.  Hearst  submit  a brief  statement,  to  ajipear 
in  the  record. 

The  Chairaian.  Without  objection,  Mr.  Hearst  will  be  permitted 
to  file  a statement  and  have  it  appear  as  if  he  made  it  personalb’. 

STATEMENT  OF  CHARLES  E.  HEARST,  PRESIDENT  IOWA  FARM 

BUREAU  FEDERATION,  VICE  PRESIDENT  OF  THE  AMERICAN 
FARM  BUREAU  FEDERATION 

Mr.  Hearst.  Mr.  Cliairman  and  members  of  the  committee,  I 
come  from  loAva  and  am  jiresident  of  the  Iowa  Farm  Bureau  Fed- 
eration, as  well  as  being  chairman  of  the  legislatii'e  committee  of 
the  American  Farm  Bureau  Federation. 

In  all  the  years  during  which  I have  been  coming  to  Washington 
to  work  on  farm  legislation  and  to  appear  before  your  committee, 
I can  recolh'ct  no  jieriod  in  Avhich  the  economic  status  of  agriculture 
is  k)wer  than  it  is  at  the  ])resent  time.  It  is  needless,  however,  for 
me  before  this  committee  to  recount  the  sad  plight  in  which  agri- 
culture finds  itself  to-day.  I wish  only,  in  appearing  briefly  before 
you.  to  say  that  the  condition  in  which  the  whole  Nation  finds  itself 
at  this  time,  hard  as  it  is  on  the  farmers,  is  also  difficult  to  bear 
liy  those  of  our  citizens  ivho  live  in  the  smaller  towns  and  in  our 
big  cities.  The  entire  national  mind  seems  now  to  realize  that  the 
agricultural  difficulties  which  have  been  accumulating  during  the 
recent  10-year  period,  and  have  now  reached  the  highest  point  in 
modern  times,  have  permeated  throughout  the  entire  economic  struc- 
ture of  our  Nation  so  that  from  the  lowest  paid  Avorker  in  the  cities 
to  the  highest  paid  magnate,  the  agricultural  situation  is  being 
reflected  in  loAver  Avages,  loAver  incomes,  or  loAver  dividends. 

Perha])s  this  period  of  depression  Avill  bring  one  benefit  to  our 
Nation;  maybe  the  Nation  will  still  realize  that,  industrialized  as 
A\e  are.  still  the  Nation  can  not  prosper  with  an  agriculture  in  an 
uii])rofitable  state. 

In  appearing  with  other  Avitnesses  this  morning  I want  to  say  also 
that  the.se  times,  hard  as  the}’  are,  haA’e  been  helpful  in  bringing 
farmers  A\ho  maintain  memliership  in  various  organizations  to  a 
Avillingness  to  Avork  in  concert  to  accomplish  the  goal  for  Avhich  all 
of  them  are  striving.  That  goal  is  better  prices  for  farm  products. 
The  three  great  national  organization.s — the  Farm  Bureau,  the 
Grange,  and  the  Farmers  Union — come  before  you  this  morning 
Avith  a bill  to  amend  the  marketing  act,  which  Avill,  in  my  judgment. 
ha\'e  a direct  influence  if  enacted  into  law  on  the  price  structure  of 
our  .staple  farm  crops. 

We  are  not  seeking  to  destroy  the  agricultural  marketing  act  Avhen 
Ave  come  to  Washington  advocating  amendments  to  it.  Some  have 
counseled  us  that  in  times  like  these  the  marketing  act  .should  be  left 
alone  to  work  out  of  the  pre.sent  difficulties  in  the  best  way  jiossible. 
We  appreciate  the  sincerity  of  this  advice  but  we  choose  not  to  fol- 
loAv  it.  The  farmer  out  on  the  farms  of  our  Nation,  no  matter  of 
AA'hich  one  of  the  three  national  farm  organizations  he  may  be  a mem- 
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her.  is  the  iiuliviihial  uhoni  we  are  thinking  of  in  onr  app(nirance 
before  this  committee  to-day.  It  is  his  welfare  in  regard  to  securing 
for  him  a better  price  tliat  we,  who  are  officials  in  farm  organiza- 
tions, must  consider  as  being  of  more  impf)rtance  than  the  continna- 
tion  of  the  original  terms  of  the  marketing  act,  which  is  very  new 
in  its  operation,  and,  logically  then,  may  be  expected  to  need  amend- 
ments as  experience  shows  its  original  shortcomings. 

The  marketing  act  has  been  defended  bv  the  Farm  Ifnreau  and 
other  farm  organizations  even  to  the  extent,  in  some  instances,  of 
bringing  censure  to  farm  officials  who  have  so  defended  the  act.  We 
are  still  defending  it  to  the  extent  that  it  must  be  continued  and  be 


made  the  foundation  of  a pemanent  coo{X*rativ’e  marketing  system 
owned  and  controlled  by  farmers  who  in  all  parts  of  onr  Nation 
jiroduce  and  sell  collectivelv,  the  farm  products  of  the  Nation. 

IVe  can  not  defend  the  marketing  act  indefinitely  when  deficiencies 
are  fonnd  to  exist  in  it  after  three  years  of  ojieration.  It  is  to 
remedy  those  deficiencies  that  we  apjiear  before  you  at  this  time. 
The  marketing  act,  when  amended  in  accordance  with  the  bill  already 
explained  to  the  members  of  this  committee  to-day,  will  become  such 
an  act  as  farmers  and  farm  organizations  have  contended  for  during 
the  last  decade.  We  want  farm  commodities  merchandised  and  dis- 


tributed in  our  domestic,  as  well  as  in  foi’eign,  markets  without 
being  subsidized  from  the  Federal  Treasury  in  doing  so.  AVe  want 
the  marketing  act  to  be  amended  so  tlnd  if,  under  varying  comli- 
tions,  one  plan  or  device  can  not  be  used,  alternative  plans  or  de- 
vices may  be  legally  employed  by  the  Federal  Farm  Board.  AVe 
Avant  the  Federal  Farm  Board  to  have  perfect  freedom  and  com- 
plete options  as  to  the  use  of  one  or  more  plans  effectivelv  to  handle 
the  surplus  and  dispose  of  it.  The  principles  of  cooperative  mar- 
keting are  so  definitely  establi.shed  now  in  Federal  and  State  laws 
that  they  are  not  likely  ever  to  be  broken  doAvn.  The  j)ractices  rela- 
tiA’e  to  cooperative  marketing,  and  the  methods  iiK»st  desirable  to  be 
used  in  cooperatiA’ely  marketing  farm  crops,  haAe  not  doAvn  to  date 
been  Avholly  deA’eloped. 

In  the  recent  decade  our  vision  enlarged  relative  to  cooperatiA'e 
marketing  beyond  the  little  local  cooperatiA'e  organization  to  encom- 
pass national  activities  and  even  foreigii  trade.  AAT.  accordingly, 
must  enlarge  our  national  cooperative  laA\  s,  the  most  recent  of  Avhich 
is  the  agricultural  marketing  act,  so  that  as  experience  gh'es  us 
AA'isdom  in  the  practices  and  methods  of  cooperatiA’e  marketing  AA'e 
may  haA'e  at  hand  devices  adapted  to  modern  conditions  and  the 
rather  Avide  and  rapid  development  of  the  cooperatiA'e  moA-ement. 

Accordingly,  as  you  will  note  from  the  bill  presented  this  morning 
in  the  names  of  the  three  national  farm  organizations.  AA'e  are  asking 
that  Federal  laAv  be  kei>t  in  step  Avith  agricultural  cooperatiA'e  deA'el- 
opment  so  that  no  matter  hoAV  large  the  cooperatiA’e  movement  may 
become  in  national  and  international  trade  the  agricultural  market- 
ing act  may  be  enlarged  in  like  proporticm  to  authorize  and  legalize 
the  (leA’elopments  in  cooperation.  The  e<iualization  fee.  tlie  deben- 
ture. and  the  allotment  plans  Avere  not  thought  of  in  the  early  twen- 
ties of  the  last  decade  Avhen  the  cooperative  marketing  act  Avas 
jiassed.  Ea’cii  AA’hen  the  agricultural  marketing  act  Avas  passed  three 
years  ago  these  three  proposed  additions  to  the  ci>operatiA’e  hiAvs  of 
our  nation  Avere  not  fully  developed. 
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AAT  come  to  you  uoav  Aviih  the  most  recent  thoughts  in  cooperative 
marketing,  asking  that  these  tliive  plans  be.  as  amendments,  incoriio- 
rated  into  the  agricultural  marketing  act  so  that  that  act  laay  be 
made  broad  enough  to  enable  cooj)eratiA'e  marketing  organizations 
to  haA'e  direct  and  uiKiuestioned  control  of  farm  commodities  in 
>mall  and  large  (juantities.  and  to  folloAV  these  commodities,  if  neces- 
sary, into  the  foi-eign  markets. 

It  is  our  desire  that  the  House  Committee  on  Agriculture  cunsider 
the  amalgamation  of  the  three  plans  of  handling  farm  surplu.ses  and 
incorporate  them  in  the  marketing  act  during  the  remaining  Aveeks 
of  this  session  of  Congress.  This  will  cheer  the  farmers  of  the  Na- 
tion and  Avill  lay  a good  foundation  for  Avorking  out  of  the  depressed 
economic  status  in  Avhich  fai'iuers  noAV  find  themselves. 

i\Ir.  Gray.  Thank  you. 

The  Chairaian.  We  Avill  uoav  adjourn. 

(Thereupon,  at  11. -IT  o'clock  a.  m..  the  committee  adjourned.) 
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WEDNESDAY,  MAY  11,  1932 

House  op  Representatives, 

Committee  on  Agriculture, 

Washington,  D.  C. 

The  committee  met  at  10  o’clock  a.  m.,  Hon.  Marvin  Jones  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  please  come  to  order.  The 
committee  has  been  having  some  hearings  on  the  various  suggestions 
as  to  the  farm  program.  Mr.  Sumners,  of  Texas,  has  given  a great 
deal  of  study  during  recent  years  to  various  problems  confronting 
agnculture.  I have  asked  him  to  give  us  the  benefit  of  his  suggestions 
as  to  what  the  program  should  be. 

We  wall  be  very  glad  to  hear  Mr.  Sumners  at  this  time. 

STATEMENT  OF  HON.  HATTON  W.  SUMNERS,  A REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Sumners.  Mr.  Chairman  and  gentlemen  of  the  committee: 
We  require,  in  our  committee,  that  those  who  come  before  us  shall 
identify  themselves  with  the  subject  under  consideration, 

I grew  up  way  back  in  the  hills  of  Tennessee.  In  the  early  nineties 
when  I was  a boy  my  family  and  my  neighbors  lost  in  that  panic  all 
they  had.  I had  read  in  one  of  my  father’s  books  there  is  no  result 
without  a corresponding  antecedent,  adequate  cause.  My  investiga- 
tion had  convinced  me  that  is  true.  I wanted  to  know  the  cause,  and 
thus  I became  interested  in  the  economic  problems  of  agriculture.  I 
soon  discovered  there  is  no  real  conflict  between  agriculture,  its  inter- 
est, and  any  other  legitimate  business. 

PRESENT  CONDITION  RESULT  OP  VIOLATED  NATURAL  LAW 

This  condition  that  we  are  in  now  has  not  just  happened.  There 
has  been  somewhere  a very  serious  violation  of  the  natural  laws  which 
govern  economic  and  political  government.  There  can  not  be  any 
question  about  it.  It  is  remarkable  that  as  a people  we  do  not  recog- 
nize that  fact  and  seek  the  basic  cause  for  our  condition. 

If  any  of  you  gentlemen  before  an  audience  of  your  constituents 
were  to  discuss  the  laws  of  God  that  govern  governments  political 
and  economic,  any  doctor  present  would  probably  think  you  were 
trying  to  preach  a sermon;  a farmer  would  wonder  where  you  got  that 
out  of  the  Bible.  And  yet  that  doctor  would  know  if  he  would  stop 
to  think  that  he  had  gone  to  school  for  years  and  years  to  learn  the 
laws  of  nature,  the  laws  of  God,  that  govern  in  the  field  of  his  activity, 
and  so  on,  with  the  rest  of  us. 
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I have  broken  away  from  my  interest  in  agricnltnre  when  I 

came  to  he  a lawyer — at  least  I thought  1 was  a lawyer,  but  shortly 
after  I began  the  practice  I was  retained  by  Farm  and  Ranch,  a 
great  agricultural  paper  of  the  Southwest,  owned  then  by  one  of  the 
greatest  men  the  country  ever  has  known.  Col.  Frank  P.  Holland. 
I became,  by  reason  of  that  connection,  the  lawyer  for  the  agricul- 
tural interests  in  our  section.  That  was  vhen  I was  a very  young 
man. 

AGRiri  LTUHE  THE  BASIC  BT'SIXESS 

Col.  R.  J.  Kleberg,  by  the  way,  another  one  of  the  great  men 
Te.xas  has  produced,  the  father  of  a member  of  your  committee,  was 
chosen  about  that  time  as  the  head  of  an  organization  having  to  do 
with  the  general  interests  of  Texas.  Through  Colonel  Holland,  Mr. 
Kleberg  consulteil  me  and  I persuaded  iiim  to  have  his  organization, 
made  up  of  all  the  country  and  city  interests  in  Texas,  recognize  that 
agriculture  is  the  basic  business  in  our  State. 

I worked  with  that  organization  in  an  advisory  capacity.  In  1913 
I was  elected  to  Congress.  In  1914. 1 discussed  in  the  House  the 
City  Man’s  Interest  in  the  Economic  Problems  of  Agriculture.  From 
that  angle  I have  examined  these  problems  in  America  and  in  Europe ; 
my  interest  has  never  waned.  From  that  angle,  as  agricidture  is 
related  to  our  economic  organization  and  our  present  difficulties,  I 
want  to  discuss  some  of  the  problems  of  agriculture,  or  rather  I want 
to  discuss  our  economic  difficulties  and  the  fundamental  relationship 
of  agriculture’s  difficulties  to  them. 

NECESSARY  TO  RECUR  TO  FUNDAMENTAL  PRINCIPLES 

The  wisest  thing  that  has  come  to  us  from  the  period  of  constitu- 
tional construction  in  America  came  from  the  deliberations  of  the 
Viiginia  convention.  It  was  about  to  this  effect,  that  there  can  be 
no  liberty — and  also  enumerating  a number  of  other  things — except 
by  frequent  recurrence  to  fundamental  principles.  There  is  no 
greater  truth  than  that. 

The  thing  that  stands  out  clearest  in  that  period,  in  my  judgment, 
is  their  recognition  of  that  basic  fact.  When  we  come  to  look  at  the 
problems  that  you  and  I have  to  deal  with  now,  and  examine  them 
fundamentally,  we  find,  as  compared  with  <»ther  times,  that  the  first 
important  change  which  we  must  take  into  consideration  came  with 
the  application  of  steam  and  electricity  to  human  activities.  This 
application  wrought  a complete  economic  revolution  and  gave  to  us 
many  governmental  problems  which  we  must  deal  with  largely  upon 
the  responsibility  of  our  own  judgment. 

By  reason  of  the  cheapness  and  rapidity  of  transportation  result- 
ing from  this  application  and  the  development  of  power  factories,  the 
manufacturing  interests,  theretofore  distributed  through  the  country 
as  a part  of  the  rural  life,  were  concentrated  in  great  industrial  centers. 
The  shoe  cobbler,  and  the  old  family  loom  moved  out  of  the  country 
and  moved  into  the  great  cities,  and  the  selling  end  as  well  as  the 
producing  end  of  business  there  became  organized. 

They  were  able  to  vunte  into  their  selling  price,  the  cost  of  produc- 
tion plus  a profit,  whatever  the  cost  of  production  might  be. 
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AGRICULTURE  SELLS  TO  HIGHEST  BIDDER 

Agriculture  was  not  able,  for  reasons  which  you  gentlemen  well 
imderstand,  to  make  that  progress.  It  was  left  behind.  It  remained 
in  its  relationship  to  other  businesses  as  a sort  of  inexhaustible  com- 
missary to  feed  business,  and  was  not  recognized,  either  economically, 
or  under  the  law,  as  a business  out  of  which  people  have  a right  to 
make  money  for  themselves. 

One  of  the  most  interesting  facts  I have  run  across  in  the  stud}^  of 
the  economic  difficulties  of  agriculture  is  that  the  farmers  themselves, 
lit  a time  when  they  were  in  great  majority,  permitted  that  sort  of  a 
situaiion  to  develop  and  accepted  for  themselves  that  station  among 
the  businesses  of  the  country.  By  consent,  apparently,  agriculture 
became  the  nurse  cow  to  industry. 

A tiling  equally  as  remarkable  is  that  industry  seems  to  consider 
itself  not  concerned  as  to  how  much  milk  it  takes  or  how  little  feed 
its  nurse  cow  gets.  It  never  seems  to  have  entered  the  mind  of  us 
city  people  that  it  is  possible  to  feed  the  old  cow  too  little  or  to  milk 
her  too  much,  and  thereby  bring  hurt  to  ourselves.  We  are  soon  to 
learn  that  fact.  Some  of  the  smartest  of  city  people  have  learned  it. 
The  dumbest  of  our  captains  of  industry  apparently  never  will.  Some 
of  the  biggest  of  them,  outside  of  their  own  business,  are  the  dumbest. 

PROTECTIVE  TARIFF  A BOUNTY AGRICULTURE  NO  PARTICIPATION 

OTHER  THAN  IN  PAYING  THE  BURDENS 

Among  the  important  things  that  happened  as  a part  of  this 
revolution  was  the  fact  that  industry  was  able  to  overbid  agriculture 
for  many  of  the  brightest  boys  and  girls  of  the  country,  those  best 
endowed  for  leadership  among  those  people,  because  industry  was 
able  to  write  the  amount  of  its  bid  into  its  commodity  selling  price. 
Agriculture,  selling  to  the  highest  bidder,  could  not  do  that.  I wish 
you  would  make  a mental  note  of  this  as  major  proposition  No.  1. 

Added  to  this  disadvantage,  which  is  more  or  less  a fundamental 
disadvantage,  and  tremendously  difficult  to  deal  with,  is  the  fact  that 
we  early  began  to  operate  under  a protective  tariff  system,  from  the 
benefits  of  which  surplus  producing  crops  are  excluded.  That 
system  provides  for  a bounty  to  be  paid  to  the  beneficiaries  of  the 
system.  That  is  what  it  is  for,  to  raise  their  prices  arbitrarily. 

The  purpose  of  it  is  to  enable  a part  of  the  people,  of  whom  generally 
speaking  farmers  are  not  a part,  to  have  more  than  they  otherwise 
would  get.  The  place  which  these  farmers  hold  in  that  scheme  is  to 
make  the  tariff  system  work  hj  paying  the  tariff  boosted  price  out  of 
their  sales  at  nontariff-boosted  prices.  That  is  major  proposition 
No.  2. 

Under  that  general  arrangement  you  see  agriculture  not  only 
excluded  from  tarift'  benefits  and  paying  tariff  burdens,  but  generally 
at  the  end  of  the  passing  line,  not  only  in  regard  to  the  tariff,  but 
in  regard  to  freight  rates,  for  instance,  and  other  similar  charges. 

When  there  is  ain'  increase  in  transportation  rates,  for  instance, 
or  an}"  other  charge,  business  people  add  those  increases  into  their 
selling  costs  or  production  costs,  and  pass  them  on. 

Whoever  can  make  out  a bill  and  say  to  you,  “This  is  what  I 
charge  you  for  my  services  or  my  wares,”  is  able  to  jiass  on  these 
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krarioiis  costs.  From  one  to  the  other  they  are  passed  until  they  get 
to  such  persons  as  those  who  produce  wheat,  ( orn,  and  cotton.  There 
these  passed-on  charges  arc  absorbed.  They  are  passed  no  further, 
because  these  farmers  sell  to  the  highest  bidder  and  in  competition 
Auth  the  cheapest  labor  on  earth.  These  farmers  are  at  the  end  of 
the  passing  line. 

.AGRICULTURE  .AT  END  OF  PASSING  LINE 

Now,  gentlemen,  may  1 ask  this  commit  lee,  in  dealing  with  this 
question,  to  visualize  the  actual  relationship  of  these  producers  of 
exportable  surpluses,  and  observe  that  they  do  stand  at  the  end  of 
the  passing  line.  Merchants,  doctoi-s,  preachers,  teachers,  all  of 
them,  whoever  they  may  be,  who  have  had  their  Imng  costs  or  their 
operation  costs  increased  by  any  of  the  things  that  have  happened 
in  America,  have  undertaken  to  pass  them  on.  They  are  not  able 
to  do  it  now. 

The  thing  that  has  happened  in  this  country,  that  is  making  those 
of  us  who  are  in  the  big  cities  go  broke,  is  the  fact  that  these  farmers 
who  have  heretofore  absorbed  these  costs,  or  increased  prices,  are  not 
able  to  absorb  them  any  more.  That  is  what  is  the  matter  with  us  in 
the  cities.  We  have  paralyzed  them.  We  Mill  not  pay  them  enough 
for  what  they  raise  to  enable  them  to  buy  from  us  or  pay  their  debts. 
Those  business  communities  directly  dependent  upon  these  farmers 
can  not  pay  their  debts  or  buy.  There  is  nobody  to  employ  the  skilled 
laborers.  So  we  can  not  sell  or  work.  Our  factories  and  our  people 
are  idle.  We  are  becoming  paralyzed  also.  Larger  cities  directly 
dependent  upon  these  cities  in  agricultural  States  can  not  sell.  They 
are  becoming  paralyzed  also.  There  is  nothing  remarkable  about  it; 
it  is  inevitable. 

There  is  another  thing  or  two  that  I want  to  bring  to  your  attention. 
I am  just  sketching  these  things,  because  I want  to  submit  myself  to 
interrogation  as  quickly  as  I can. 

I have  never  been  able  myself  to  understand  a thing  unless  I could 
get  it  M’here  I could  look  at  it  and  see  it  as  though  I were  looking  at  it 
with  my  eyes. 

The  only  way  I have  ever  been  able  at  all  to  understand  the 
economic  organization  of  this  country  is  to  look  at  it  as  a living, 
functioning  thing,  operating  under  natural  laws.  If  w^e  can  visualize 
the  situation  and  get  it  clearly  before  our  eyes  so  we  can  look  at  it 
functioning,  we  can  have  a fair  notion  of  what  this  economic  organiza- 
tion of  ours  is  and  what  is  the  matter  with  it. 

In  the  old  days,  Avhen  nearly  everx’body  lived  in  the  countr}',  and 
farmed  primarily  to  feed  and  clothe  their  families  from  the  products 
of  their  respective  farms,  each  little  community  Avas  an  industrial 
organization,  each  farm  Avas  almost  an  independent  industrial  organi- 
zation. 

But  AA'hen  the  farmers  began  to  produce  to  sell,  after  this  change 
from  the  application  of  steam  and  electricity  of  A\hich  I haA-e  spoken, 
all  businesses  in  a neAv  sense  became  interdependent.  The  farmers’ 
business  became  a part  of  every  other  business  in  a neAV'  sense.  As 
that  readjustment  shaped  up,  agriculture  came  to  hold  the  position 
of  the  tap  root  to  other  businesses.  I Avill  not  say  the  AAhole  root 
structure,  though  in  a sense  shared  by  no  other  business  that  is  true. 
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An  examination  Avill  shoAV  clearly  that  it  is  the  economic  tap  root 
for  all  biLsiness  and  all  Amcations  in  this  country,  the  source  from 
whence  most  of  the  saj)  comes  from.  This  is  not  a new  relationship, 
but  it  has  a iicav  importance. 


AGRICULTURE  ROOT  OF  THE  TREE 


Those  of  US  who  are  merchants  or  laAvyers,  and  so  forth,  do  not 
produce;  Ave  render  an  economic  service  and  avc  are  entitled  to  Ua'c; 
hut  Ave  do  not  produce.  That  is  an  imjiortant  fact  to  keep  in  mind. 

A thing  that  those  of  us  liA'ing  in  cities  do  not  seem  ever  noAv  to 
comprehend— I mean  Ave  are  not  conscious  of  it — is  the  fant  that 
farming  is  to  our  business,  Avhatever  Ave  are  or  do,  exactly  as  tlie  root 
of  a tree  is  a part  of  the  tree  to  its  toiunost  branch  and  as  important 
to  us  as  is  the  taj)  root  of  the  tree  to  those  branches  of  the  tree  out 
there  Avhich  AA^e  can  .see.  The  recognition  of  that  fact  must  tind 
place,  first  place,  in  any  effective  scheme  to  rcAUA'e  pro.siierity  in  this 


countrA'. 

We  are  not  rcAUA'ing  prosperity  by  loaning  money  to  those  Avho 
can  not  ]iay  th.eir  debts.  We  haA'e  got  to  get  up  circulation.  We 
haA'C  plenty  of  eA'erything,  including  money.  It  is  the  lack  of  circula- 
tion, and  only  that.  The  treatment  should  begin  Avhere  the  jiaralysis 
began.  That  is  medical  science.  That  is  common  sense.  This 
trouble,  this  ])aralysis,  began  Avith  these  farmers.  e iuiA'c  oA’or- 
liled  them.  They  are  jirostrate.  They  can  not  buy.  The  paraylsis 
has  reached  us.  We  can  not  buy.  How  can  the  idle  get  a job? 

This  paralysis  Avould  haAC  luqipencd  .soom*r  but  for  one  fact. 
When  Ave  started  on  our  migration  from  the  Atlantic  Ocean  to  the 
Pai'ific  Ocean,  Ave  had  before  us  not  only  a soil  of  great  fertility,  but 
we  had  invented  farm  machinery  which  enabled  us  quickly  to  jdunder 


the  soil  of  its  fertility. 

We  had  railroads  tliat  carried  great  numbei*s  of  jioople  quickly 
from  exhausted  to  Airgin  soil.  While  Ave  Iuia'c  been  bleeding  agri- 
culture to  support  industiy,  it  has  been  bleeding  the  soil.  Me  are 
at  the  end  of  the  bleeding  process.  MT>  are  at  the  end  of  the  road 
now;  AA'c  liaA'e  reached  the  Pacitic  Ocean. 

It  is  a neAV  day  in  a sense.  It  is  a ncAv  problem  in  a sense.  Re- 
curring to  the  figure  of  the  tree,  Ave  haA'e  not  realized  that  to  stimulate 
the  tree  above  the  ground,  Ave  haA*e  been  destroying  the  root  structure 
necessary  to  sustain  the  tree. 

There  is  another  picture  that  helps  me  to  Arisuahze  this  thing. 
So  far  as  I can  see,  the  laAv^s  of  nature  are  the  same  everyAvhere. 

This  economic  organization  of  ours,  made  up  of  our  interrelated 
industries,  in  the  operation  of  its  circulatory  system  is  almost  identical 
AATth  the  human  body. 


NOT  A PANIC,  BUT  PARALYSIS  OF  CIRCULATION 

This  thing  that  is  the  matter  AAuth  us,  gentlemen,  is  not  a panic; 
it  is  not  a depression;  it  is  not  something  that  nature  is  going  to 
cure,  because  it  is  a thing  that  has  not  happened  as  a result  of  natural 
action.  That  is  the  most  important  single  fact  guiding  us  to  the 
determination  of  a Avise  pohey.  It  has  happened  as  a result  of  an 
arbitrary  thing.  It  has  resulted  in  paralysis  of  the  economic  circu- 
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latory  system  of  this  country.  If  you  just  look  about,  you  can  s(*o 
that  there  is  plenty  of  everything.  It  is  no i circulating. 

The  importance  of  that  problem,  the  nature  of  that  problem,  pre- 
sents itself  to  you  who  sit  around  this  table  exactly  as  though  you 
were  plivsicians- — that  is  what  you  are  you  are  doctors  called  in 
to  examine  and  treat  this  patient.  It  is  perfectly  absurd  for  us  who 
have  responsibility,  who  get  together  in  this  sick  room  where  the 
patient  is  paralvzed,  to  talk  about  the  laws  of  nature  taking  care  of 
the  patient  and^etting  him  well. 

If  this  condition  had  happened  from  natural  causes,  you  imght 
depend  upon  natural  law;  but  it  has  happened  as  a result  of  some- 
thiiui  arbitrarily  done,  and  which  is  still  being  done,  l^ou  would 
not  bind  around  the  tap  root  of  that  tree  beyond  the  window  with 
something  that  would  cut  otT  circulation  and  when  the  leaves  were 
withering  go  on  vour  optimistic  way  saying  the  tree  is  going  to  be 
all  right  just  around  the  comer.  There  is  a difference  between  an 
optimist  and  an  ordinary  fool.  When  such  conditions  exist,  it  is 
perfectly  ridiculous  for  us  to  say  the  thing  is  going  to  get  well  itself. 

Mr.  FrLMER.  I regret  very  much,  Mr.  Sumners,  I am  not  going  to 
be  able  to  listen  to  the  remainder  of  your  speech,  because  it  is  very 
interesting.  But  I have  to  leave  at  this  time.  I agree  with  you  in 
your  statement. 

NOT  GOING  TO  CURE  ITSELF 

Mr.  Sumners.  I want  you  to  get  this  over,  gentlemen,  and  I am 
nut  going  to  be  partisan.  It  does  not  make  any  difference  what  we 
believe  or  what  we  preach;  it  does  not  make  any  difference  what 
notions  we  have  had  about  it.  e have  the  responsibility.  W e have 
to  do  something  intelligent  and  remedial  about  it.  This  condition  is 
not  going  to  cure  itself.  It  does  not  have  a chance.  ^Ye  are  going 
to  have,  a terrible  time  in  this  country  this  v inter  if  the  right  thing  is 
not  done. 

Go  out  there  and  look  at  the  countiy  people.  How  are  they  going 
to  buy  the  products  of  the  factory  from  the  proceeds  of  the  sale  of 
their  wheat  and  their  corn  and  cotton?  It  can  not  be  done.  They 
are  the  root  of  the  tree  of  which  the  business  of  your  people  is  a part. 
As  certain  as  we  live  there  is  where  our  jiaralysis  began.  That  is 

where  the  remedy  must  be  applied. 

W e men  who  come  from  the  cities  can  not  imagine  those  who 
cultivate  eighty -odd  per  cent  of  the  cultivated  acres  of  this  countrj’^, 
those  who  produce  e.xportable  surpluses,  being  prosperous,  selling  at 
a fair  price,  and  our  people  breaking  in  the  cities,  our  people  idle. 
W e can  not  imagine  it.  It  could  not  happen.  Does  that  mean 
anything  to  us?  It  does  if  we  have  any  practical  sense. 

On  the  other  hand,  we  can  not  imagine  our  people  being  prosperous 
in  the  cities  and  these  farmers  getting  15  cents  for  their  oats,  40 
cents  for  their  wheat,  and  5 cents  a pound  for  their  cotton.  It  can 
not  be  done.  Does  that  mean  anything?  Does  that  not  suggest 
the  place  to  work,  and  the  thing  to  do? 

I do  not  care  how  much  you  loan  the  railroads  or  the  banks,  it 
will  run  off  like  water  on  a tin  roof  as  long  as  the  buying  power  of 
these  farmers  is  paralyzed.  It  can  not  be  done  that  way.  God 
Almighty  has  fixed  it,  and  that  is  the  end  of  it. 
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You  take  the  human  body.  You  have  got  one  part  of  the  circu- 
latory system  that  takes  blood  out  and  another  that  sends  it  back. 
The  vinous  svstem  takes  it  out  and  the  arterial  system  puts  it  back. 

The  prices  of  agricultural  commodities  is  the  arterial  system,  the 
only  avenue  through  which  3'ou  can  put  back  the  monej"  paid  for 
the  wares  of  the  cities  so  that  these  farmers  may  buy  again.  You 
can  not  get  it  liack  with  15-cent  oats,  30-cent  corn,  40-cent  wheat, 
or  5-cent  cotton.  If  you  do  not  get  it  back  they  can  not  buy,  and 
we  can  not  sell  to  them.  There  is  no  other  way  to  get  circulation 


started.  ... 

I am  talking  to  j’ou  as  doctors,  called  in  here  m solemn  council  at 

the  bedside  of  a prostrate  patient. 

Take  a country  like  this  with  the  bounty  of  God  ui)on  it*  think  of 
it,  gentlemen.  W>  l.ave  been  prettj'  stuck  on  ourselves.  Just 
hfaunise  we  cun  fly  through  the  air  faster  than  other  generations  have 
lieen  able  to  travel,  because  we  can  press  a button  and  get  a light 
iiisietid  of  having  to  skin  a yearling  and  get  the  tallow  for  candles, 
we  hold  outselves  superior. ' We  have  been  on  a grand  jazz.  WY 
have  jazzed  off  into  the  jungles.  WY  have  made  an  awful  iness  of 
our  opportunities.  VY  have  gone  fast,  but  in  the  wrong  direction. 
WY  arc  at  tlie  end  of  the  road.  With  the  bountv  of  God  iinprece- 
dentetl.  with  a countiy  smothered  in  an  abundance  of  things  for 
feeding  people,  yet  people  are  starving. 

That  ought  to  take  the  conceit  out  of  us  and  send  us  in  penitent 
huinilitv  to  our  knees. 


NOT  A PARTISAN  MATTER 

1 sliall  tiy  to  be  as  free  from  partisanship  as  I possiblv  can  in  dis- 
cussing thi.s  matter.  You  may  say  the  protective  tariff  system  is 
justified.  1 will  not  argue  that  before  this  committee.  This  is  the 
Agricultural  Committee,  not  the  Wlys  and  Means  Committee. 
But  nobody  can  controvert  this  fact;  that  when  our  people  cross  the 
ocean  with  their  cotton  or  grain  and  sell  it  in  competition  with  the 
cheapest  labor  on  earth,  they  are  compelled  by  the  might  of  Govern- 
ment, out  of  what  they  sell  for,  to  pay  a bounty  to  those  gentlemen  in 
our  cities,  wards  of  the  Government,  who  operate  under  tariff  pro- 
tection. That  is  what  the  protective  tariff  system  is  for. 

WY  proclaim  in  the  WYite  House  and  in  the  haUs  of  Congress  that 
it  is  our  purpose  to  give  to  American'  producers  a boost,  a bounty 
equal  to  the  difference  between  the  cost  of  production  here  and 
abroad.  But  what  about  these  farmers?  There  is  no  corresponding 
benefit  for  them.  The  tariff  can  not  work  for  them.  Their  move- 
ment is  out  from  this  country.  WYy  not  give  to  them  a correspond- 
ing boost?  W'hy  not  give  back  to  them  that  which  is  taken  from 
them  arbitrarily  by  the  might  of  government  through  the  tariff  so 
that  the\"  may  cease  to  be  paralj'zed  and  may  begin  to  bin*  again? 
Justice  and  common  sense,  can  have  but  one  answer.  I do  not  care 
if  we  lave  no  interest  whatever  in  these  farmers,  the,v  are  the  root 
of  the  tree  of  which  our  people’s  business  is  a part.  It  is  a matter  of 
self-interest  and  of  self-preservation  for  those  of  us  who  live  in  the 
cities  to  do  plain  ordinary  justice  to  these  farmers. 

W hat  are  we  going  to  do  about  it?  W hat  would  j'ou  do  if  you 
were  a doctor,  called  in  to  see  a patient  who  was  Bring  prostrate  and 
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bled  white,  and  the  blood  still  being  taken  from  him?  \\hat  woiiltl 
y^ou  do — shoot  him?  That  seems  to  be  the  notion  of  many  people. 
Are  we  going  to  drive  them  in  desperation  from  sound  notions  of 
government  and  make  them  red? 

AGRICULTURE  BLED  WHITE  CA.\  NOT  BUY 

Air.  Andresen.  Give  him  a shot  in  the  arm. 

Mr.  Sumners.  If  you  were  a physician  and  had  any  sense  you 
would  reduce  the  outflow  of  blood  and  give  him  a blood  transfusion, 
would  you  not?  Is  not  that  what  anybody  who  has  a bit  of  sense 
would  do?  First  you  would  reduce  the  blood  taking  as  much  as  you 
could.  I^ut  we  do  not  want  to  get  into  a tai'iff  debate  here. 

Then  you  would  give  him  a blood  transfusion.  That  is  what  you 
would  have  to  do.  That  is  what  we  are  going  to  have  to  do  to  agri- 
culture, bled  white.  There  is  no  use  of  anybody  shying  around  it. 
You  have  got  to  do  it,  if  these  farmers  are  made  able  to  buy  the 
products  of  our  factories  and  the  doctors,  merchants,  bankers,  and 
evervboilv  up  the  line,  are  made  able  to  buy.  Suppose  the  arrange- 
ment were  reversed  and  industry  had  to  sell  in  competition  with  the 
cheapest  labor  in  the  world  and  was  lorced  by  an  arbitrary  arrange- 
ment of  government  to  pay  these  farmers  a bounty  and  of  the  pro- 
ceeds of  such  sales  how  long  could  industry  stand  up;  are  not  farmers 
made  of  the  same  flesh  and  blood  and  their  business  subject  to  the 
same  natural  economic  laws  as  those  which  govern  industry  ? 

We  have  been  hearing  a lot  of  perfectly  absurd  talk  about  pros- 
perity being  “just  around  the  corner.”  I will  tell  you  what  is  just 
around  the  corner  unless  we  remove  the  economic  and  governmental 
injustice  which  is  imposed  on  these  farmers,  and  give  their  buying 
power  a chance  to  revive  and  thereby  give  our  factories  a chance  to 
open  up.  It  is  the  dole,  and  maybe  wors<L  That  is  what  is  just 
around  the  corner. 

EAK.MER  SELLS  IN  COMPETITION  WITH  CHEAPI  ST  LABOR  ON  EARTH  AND 

PAYS  BOUNTY 

We  will  have  to  give  back  to  these  farmers  arbitrarily  that  wliich 
we  are  taking  from  them  arbitrarily.  There  is  no  use  shying  around 
that  either. 

MTien  vou  make  a man  by  the  might  of  government  give  up  a part 
of  the  40' cents  he  has  got  for  his  wheat,  selling  it  in  competition  with 
the  cheapest  labor  on  earth,  and  turn  it  over  to  a manufacturer  so  as 
to  boost  his  price,  that  is  an  arbitrary  thing.  You  must  give  it  back 
to  that  man  and  do  it  arbitrarily.  It  is  a matter  of  justice  and  of 
necessity.  How^  can  these  farmers  buy  products  of  the  factorj"  unless 
you  give  back  to  them  what  is  taken?"  If  agriculture  is  prosperous  it 
makes  certain  the  prosperiw  of  others.  It  is  the  root  of  the  tree. 

Our  whole  policy  by  wdiich  we  drifted  into  a condition  making 
necessary  a reconstruction  program  demonstrates  the  poverty  of  our 
statesmanship.  With  assurance  that  we  were  moving  in  the  right 
direction,  that  all  would  be  w^ell  around  the  corner,  we  have  jazzed  off 
into  the  jungles.  We  are  not  yet  headed  in  the  right  direction. 

I appreciate  your  attention  very  much,  Mr.  Chairman,  and  gentle- 
men. Only  the  certainty  of  conviction  that  this  is  the  only  door 
through  which  we  can  with  any  reason  hope  to  escape  the  grand 
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smash  is  my  reason  for  taking  so  much  of  your  time  and  mine. 
Our  apparent  inability  to  comprehend  our  situation  and  its  cr.ures 
is  my  apology  for  repeating.  1 hope  others  than  men)bers  of  this 

committee  mav  read  what  1 am  saying. 

Mr.  Adkins.  You  have  made  a very  interesting  statement.  I have 
dealt  with  this  problem  all  my  life.  I started  in  as  a cattle  feeder  at  a 
dollar  a day  on  a farm,  and  made  my  living  there  all  my  life. 

I have  heard  the  very  interesting  statement  here  that  agriculture 
has  very  largely  arrived  at  its  present  condition  because  of  tlie  evolu- 
tion of  power.  " We  have  gone  from  a complete  unit  in  manufacturing 
and  producing  all  we  needed  for  our  individual  farm  uses  to  an  indus- 
trial order  when  we  sold  our  stuff  and  took  in  exchange  w^hat  the  other 
fellow  processed,  and  then  we  have  come  along  dowm,  and  that  is 
largely  responsible  for  the  condition  we  find  ourselves  in  now. 

Air.  Sumners.  It  is  one  of  the  causes. 

Air.  Adkins.  I think  every  man  on  this  committee — I know  it  is 
true  with  myself — as  a matter  of  self-protection,  when  I was  trying 
to  make  a living  on  the  farm,  looked  into  these  other  questions. 

In  the  tw-enties  w'e  passed  through  just  such  a .situation  as  this, 
when  the  condition  you  first  explaiueu,  where  the  farm  w'as  a complete 

unit,  W'as  in  full  operation  at  that  time. 

We  passed  through  a condition  where,  for  instance,  corn  w'as  selling 
at  cents  a bushel  and  hogs  at  a dollar  a hundred. 

Air.  N ELSON.  Will  you  quote  the  vears  on  that? 

Air.  Adkins.  That  was  in  ’23,  ’24  and  ’25.  In  1824,  cattle  4 or  5 
years  of  age— I can  give  you  the  name  of  one  man  who  fed  the  first 
cattle  out  there,  D.  Biltmore;  I want  to  state  this  general  proposition 
to  you  to  see  whether  or  not  W'e  are  not  up  against  the  same  game. 
From  that  time  dow'n  to  the  present  w'e  have  been  up  against  the 
same  game  at  intervals  ever  since  our  Kepublic  started. 

I want  to  point  out  the  fact  that  a situation  similar  to  the  present 
situation  existed  at  that  tune.  Cattle  4 or  5 years  old  could  be  bought 
for  $8  a head.  One  man  out  in  om*  country  bought  1,200  feeding 

cattle  at  that  time  for  that  price.  . 

You  can  go  over  here  to  the  library  and  get  rlenry  Cia^  s speech 

and  see  where  he  made  very  largely  the  same  ifind  of  a speech  that 
you  have  made  this  morning,  in  which  he  outlined  the  ^despe^ate 
situation  that  existed,  where  land  went  down  from  40  and  50  to  i , 8, 

and  10.  , , 

He  said  at  that  time,  on  March  4,  1824,  before  the  House,  that  our 

people  W'ere  not  less  industrious  than  they  had  always  been,  om  land 
was  no  less  fertile,  we  were  producing  bounteous  crops,  the  sun  w as 
shining,  and  there  w^as  plenty  of  rain,  and  yet  w'e  w'ere  langmslimg  m 

the  direst  poverty.  . , 

That  W'as  at  a time  when  the  very  same  sort  of  condition  existed 

wliich  you  outlined,  and  it  existed  at  the  beginmng  of  our  country, 

when  it  w'as  in  full  operation. 

From  1837  on  dow'n,  at  various  intervals  down  to  the  present  time 
this  same  sort  of  a situation  has  prevailed.  We  find  that  the  people 
in  the  cities,  the  people  you  represent  here,  w'ere  m the  same  bad 

condition.  , , , 

In  1892,  1893,  1894,  1895,  and  1896  w'e  passed  through  the  very 

same  sort  of  a condition,  carrying  a big  debt,  and  we  could  get  no 
relief.  We  could  not  pay  our  debts;  we  got  no  rehef;.  we  could  not 
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pay  expenses.  Whenever  men  got  to  work  they  were  sleeping  in 
barns.  But  our  problem  was  solved  and  ve  went  along  for  a con- 
siderable time  again.  ... 

Now,  we  are  up  against  the  same  kind  c»f  a ])ropositioii  we  have 
been  up  against  at  intervals  ever  since  the  Republic  started,  and  the 
same  situation  prevails. 

Maybe  you  have  lived  long  enough  to  have  lived  through  three  of 

these  situations,  like  I have.  • i i 

I remember  the  old  clothes  we  wore  in  the  seventies,  and  then 

again  in  the  nineties,  and  then  in  this  situation. 

A very  serious  question  is  presented  to  this  committee  now.  I do 
not  care  whether  a man  is  a Democrat  or  a Republican.  I do  not 
believe  there  is  any  man  on  this  committee  but  who  would  like,  if  he 
could,  to  suggest  some  way  out  of  it.  But  we  run  up  against  the 
same  proposition  that  these  other  fellows  did  in  times  gone  by. 

That  is  the  picture  I have,  and  I expect  some  of  the  rest  of  us  are 
thinking  of  conditions  just  like  this  that  we  passed  through  in  times 
gone  by. 

NOT  NECESSARY  DISASTER  BE  REPEATED 

Mr.  Sumners.  I would  like,  if  possible,  to  help  save  my  country 
from  the  wreck  and  ruin  of  such  periods. 

Mr.  Adkins.  We  are  all  of  the  same  opinion.  Let  me  ask  you  a 

practical  question. 

Mr.  Sumners.  Make  it  a question,  please. 

Mr.  xVdkins.  Here  is  this  bill  we  have  before  us  now,  with  a great 
demand  for  a reduced  cost  of  government,  and  to  reduce  taxes,  and 

so  forth.  . . 

Do  you  believe,  as  a practical  proposition,  Mr.  Sumners^ — and  that 
is  what  we  have  got  to  get  down  to— that  it  will  be  possible  to  get  such 
a law  on  the  statute  books  and  get  it  operating?  Is  that  your  honest 
opinion,  that  vou  could  do  that? 

Mr.  Sumners.  It  depends  on  whether  the  IMembers  of  Congress 
have  the  notion  that  because  bad  conditions  have  obtained  in  the  past 
and  obtain  noiv  they  are  inevitable,  and  wa  have  to  sit  still  and  see 

them  through.  . , , , , i • 

Mr.  Adkins.  Do  you  believe  any  considerable  amount  of  this  money 

would  come  back  to  the  farmer? 

Mr.  Sumners.  I do  not  knoiv  what  bill  you  have  Amur  hand  on 
there. 

Mr.  Adkins.  I refer  to  the  debenture  idea. 

Mr.  Sumners.  Why,  sure.  I not  only  think  it  is  feasible  under  the 
circumstances,  but  I a\n  certain  we  have  the  choice  between  something 
of  that  sort  and  the  big  crash.  That  is  my  judgment. 

Mr.  Adkins.  AVe  are  in  the  big  crash  now. 

Mr.  Sumners.  When  we  trace  radical  policies  of  government  back 
to  their  sources  we  discoA'er  that  almost  Avithout  exception  such 
Dolicies  come  from  the  failure  of  goAmrnment  to  do  Avhat  it  ought  to 
have  done  when  it  ought  to  have  done  it.  AVe  oug:ht  to  be  warned  by 
that  fact.  I hope  I may  be  pardoned  for  repeating  it. 

AA'e  are  at  Av  ar  with*  an  economic  condition.  My  judgment  is, 
and  I have  tried  to  make  it  as  clear  as  1 can,  that  we  have  got  to  give 
back  to  agriculture  at  least  as  much  Adtality,  or  sap,  or  blood,  or 
Avliatever  figure  helps  you  most,  as  is  being  taken  from  these  farmers 
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bv  the  might  of  goAmrnment,  and  do  it  arbitrarily,  bec.-mse  we  are 
i-ikin<>-  from  them  arbitrarily.  Does  that  make  it  clear?  ''Ofdd 

<?rill  b'e  at  a (lisad\'antage  as  compared  Avith  tariff  protected  industries. 
That  would  merelv  be  putting  them  back  on  a free  trade  basis  Sup- 
no^e  industrv  was  forced  to  sell  in  competition  Avith  the  cheapest 
iibor  in  the  world  and  had  to  pay  to  the  wheat  farmers  from  2o  to  100 
per  cent  above  the  world  market,  how  long  could  they  sfand  up.  Is 
it  to  be  marveled  at  that  at  last  agriculture  has  crashcd‘. 

lIoAv  are  \’ou  going  to  re\-ive  the  buying  ]iOAver  of  farmers  other- 
wise? AAn  are  going'*  at  the  task  wrong.  There  is  a vast  difference 
between  what  I propose  and  the  plan  embodied  in  the  Reconstruction 
Finance  Corporation  loan. 

PLACE  TO  BEGIN  RELIEAMNG  PARALA'SIS  IS  AA'HERE  IT  BEGAN 

Basically  what  the  railroads  of  this  country  need  is  freigliR  not 
credit.  Debts  can  not  be  paid  by  borrowing  more  money.  AVe  do 
not  need  anything  in  this  country  except  circulation  of  what  we 
have.  The  place  to  begin  to  relieve  our  paralysis  is  \yhere  it  began. 
The  remedy  is  not  credit  but  restoration  of  that  Avhich  is  arbi^anly 
taken  so  farmers  can  buy.  AYe  have  grossly  exaggerated  the  efecacy 
of  credit,  gentlemen.  Because  credit  has  worked  under  some  con- 
ditions, we  think  it  has  efficacy  for  every  ill  that  the  country  and  the 

world  are  heir  to. 

NO  BOULEA  ARD  LEADING  OUT 

AVe  have  the  challenge  of  a great  difficulty.  There  is  no  boulevard 
to  lead  out  from  where  we  haie  foolishly  Avandered.  Do  not  make 
anv  mistake  about  that.  We  are  in  the  jungles.  AA^e  are  going  to  have 
to 'cut  down  the  trees  and  go  out  over  the  stumps.  It  is  foolish  to 
reject  a road  because  it  is  difficult  and  not  free  from  danger.  T^re 
are  three  questions.  Do  we  have  to  move  froni  Avhere  AN;e  are?  ihe 
answer  is  yes.  Wbat  roads  most  certainly  lead  in  the  right  direction; 

And  when  will  we  be  on  our  way?  , i i u • 

Anything  that  you  can  do  to  revive  ^riculture,  to  help  the  buymg 

power  of  farmers  would  be  like  rain  falling  on  the  w^atersheds,  makmg 
green  those  hillsides,  starting  the  little  springs,  startmg  the  little 
creeks,  starting  the  little  rivers,  starting  the  big  nvp,, startmg  the 
farmers  to  buying,  starting  the  retail  merchant  to  buying,  starting 
freight  to  moving,  starting  factories  to  going,  starting  the  idle  to  work, 
in  a word,  curing  the  paralysis  of  our  economic  circulatory  system, 
the  only  thing  the  matter  with  us.  There  Avould  be  as  much  differ- 
ence between  that  and  what  we  are  doing  to  revive  conditions  as 
there  Avould  be  between  rain  on  the  fields  and  pouring  the  same 
amount  of  water  out  in  the  rivers  hoping  it  would  run  upstream  and 

finally  reach  the  hill  sides  and  the  high  table  lands.  i i-  i 

Mr  Glover.  You  referred  to  this  committee  as  a bunch  ol  doctors 
dealing  with  a sick  patient.  xAs  one  of  those  doctors  I think  you  are 
one  of  the  most  AAmiderful  diagnosticians  I have  listened  to.  LsuaJiy 
a good  diagnostician  is  one  who  knows  how  to  prescribe  a ieined\. 
AAffiat  A\'ould  be  yom  remedy,  based  on  your  study,  for  the  cure  ol 

. this  condition?  . , m ■ 

Mr.  Sumners.  Agriculture  has  two  major  problems.  Une  is 

merchandising,  the  other  is  freedom  from  its  present  position  ol 
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economic  slavery  to  the  businesses  of  our  cities.  I do  not  appeal  to 
prejudice;  I appeal  to  justice  and  to  common  sense. 

This  Agricultural  Committee  is  tne  key  committee  of  this  Congress 
now.  I know  it  is  the  key  committee  dealing  with  the  whole  eco- 
nomic situation. 

Of  course,  we  depend  to  a degree  upon  the  Banking  and  Currency 
Committee  and  on  the  Ways  and  Means  Committee,  but  I say  here 
is  the  key  committee,  and  upon  your  wisdom,  your  courage,  and  your 
determination  is  going  to  depend  whether  or  not  we  are  going  to  escape 
that  which  now  Impends.  Nobody  knows  exactly  what  it  is.  It 
may  imperil  our  form  of  government.  It  may  involve  the  social- 
ization of  industry.  But  this  we  know,  there  is  not  a single  private 
holding  or  public  institution  in  Ajuerica  that  is  free  from  danger. 

IN  THE  LAST  TRENCH 

Do  you  suppose  that  a good  general  at  a crisis  in  a major  battle, 
realizing  he  is  in  the  last  trench,  would  withhold  his  resources?  We 
are  in  the  last  trench. 

I remember  in  1919  I was  in  Belgium.  ^V^e  were  up  near  the  sea. 
A man  who  had  been  in  the  army  was  showing  us  around.  He  told 
us  the  King  of  Belgium  came  up  there  and  said  to  the  army,  “There 
is  no  retreat  from  this  trench.  It  is  the  last  trench.  You  have  got 
to  hold  this  trench  or  die  here,  because  the  sea  is  behind  you.” 

That  is  exactlv  where  we  are  this  minute.  The  sea  is  behind  us. 
There  is  no  retreat  from  this  trench.  \\e  have  to  throw  every 
resource  we  have  got  into  reestablisliing  and  holding  this  far-flung 
ec(Tnomic  battle  line.  The  line  was  broken  at  the  point  held  by 
agriculture,  which  we  have  drawn  upon  mercilessly  to  strengthen  the 
position  of  industry.  What  would  a good  general  do?  What  would 
sensible  people  do,  li\*ing  behind  a common  levee  in  the  event  of  a 
break  at  any  point?  We  have  been  digging  from  the  levee  in  front 
of  agriculture  weakening  it  and  adding  what  w^e  dug  away  to  the  bank 
further  up.  That  is  exactly  where  we  have  been  going  to  get  the 
material  for  bidlding  up  much  of  the  rest  of  our  levee,  and  we  seem 
to  be  surprised  that  at  last  this  part  of  our  levee  has  broken  and  the 
water  coming  through  that  crevasse  has  swept  around,  putting  out 
the  fires  of  our  factories  in  the  cities. 

Does  this  not  suggest  to  sensible  people  where  we  ought  to  get  to 
work?  Does  that  not  suggest  where  we  ought  to  throw'  in  our 
resources?  We  do  not  have  many  more  ol  these  twm  billion  dollar 
units  to  throw  in  either. 

If  the  farmers  hold,  w'e  hold;  if  they  break,  we  break.  Is  there 
anybody  who  does  not  realize  that  now? 

Mr.  Clarke.  May  I ask  you  this  question  right  there?  There  are 
two  schools  of  thought  in  reference  to  the  question  as  to  how  to  help 
agriculture,  as  I view  the  (juestion.  At  least,  there  are  tw'O  schools 
of  thought  that  prevail  up  in  my  country. 

One  is  that  the  farmers  themselves  are  not  willing  to  come  into  the 
cooperative  movement  upon  the  commodity  they  produce  and  help 
to  battle  for  themselves,  federated  nationally  upon  the  commodity 
they  produce.  What  more  can  Congress  do  than  it  has  done? 

Mr.  Sumners.  That  is  a fair  question.  Let  me  touch  on  that. 
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As  I stated,  agriculture  has  twm  problems,  one  of  them  is  that  to 
w'hich  you  refer,  marketing.  I have  much  respect  for  your  judgment, 
and  for  your  patriotism. 

SPOT  PRODUCE  exchange 

There  ought  to  be  established  in  this  country  something  very  akin 
to  a produce  exchange  where  actual  spot  commodities  would  be  sold 
by  their  descriptive  trade  terms  while  still  at  the  point  of  first  or 
secondary  concentration.  In  the  merchandising  of  agricultural  com-' 
modities^w'e  find  that  production  and  consumption  have  moved  so 
far  apart  that  trade  contact  has  been  broken. 

When  the  farmer  used  to  sell  a few  surplus  hams  to  the  people  who 
liv'ed  in  the  little  village,  using  on  his  farm  practically  everything  he 
produced,  selling  w^as  relatively  unimportant.  Besides,  he  could 
drive  his  wagon  into  the  village  and  the  consumers  could  exanune 
his  products.  There  was  trade  contact. 

Nowq  if  there  is  a man  in  the  Kio  Grande  Valley  who  raises  spinach 
or  oranges,  or  some  other  produce,  he  does  not  know  where  the  people 
are  who  want  those  things,  and  the  people  who  want  them  do  not 
know'  w'here  the  supply  is  or  how'  to  establish  trade  contact.  There 
has  been  improvement  in  that  regard  since  I came  to  Congress. 
I have  done  mv  best  to  help,  but  there  is  yet  much  to  do. 

From  the  days  of  the  manorial  markets  in  England  and  on  the  con- 
tinent it  w^as  regarded  as  the  duty  of  Government  w'ith  regard  to 
commerce  to  establish  public  markets  and  thereby  the  possibilities 
of  trade  contact.  That  is  a very  interesting  fact.  It  is  only  wuthin 
the  last  100  or  150  years  that  it  has  ceased  to  be  recognized  as  the  duty 
of  Government  to  establish  and  maintain  such  possibilities  of  trade 
contacts.  Or  rather  there  has  been  a failure  to  recogmze  the  changes 
which  improved  transportation  has  WTOught  and  adjust  governmental 
policy  to  meet  those  changes. 

In  order  to  establish  the  possibilities  of  general  trade  contact  now , 
three  or  four  definite  things  must  be  done.  You  gentlemen  have 
done  much  in  that  direction,  but  there  is  one  new  thing  needed,  and 

then  a general  hook-up.  , 

First,  you  have  to  standardize  agricultural  commodities  so  they 
may  be  dealt  in  by  their  respective  trade  terms.  I do  not  think  w'e 
have  approached  that  job  exactly  from  the  right  angle.  I am  not 
very  familiar  w'ith  what  has  been  done  during  the  last  three  or  four 
years.  We  have  standardized  sufficiently  for  the  requirements  of 

merchants  who  split  again.  . , , , 

I w^ould  make  this  the  goal— for  each  considerable  quptity  ot  an 
agricultural  commodity  having  distinctive  characteristics  determi- 
native of  the  use  to  which  it  is  best  adapted,  a separate  trade  term. 
That  ought  to  be  the  goal  for  standardization.  . 

You  have  the  w'arehouse  act  which  would  give  the  possibilities  of 
physical  protection  and  intermediary  supervision  and  inspection,  and 
generally  guarantee  integrity  of  transaction.  Proper  standardization, 
intermediary  supervision,  physical  protection,  and  assurance  of 
integrity  of  transaction  possible  under  the  warehouse  act,  and  then 
a place  where  these  commodities,  thus  standardized  physically  and 
morally  protected,  could  be  listed  for  sale  by  their  respective  descrip- 

12S272— 32— SEB  e , pt  3 2 


14 


FARM  MARKETING  PROGRAM 


tive  trade  terms  would  give  to  them  a potential  universal  trade  con- 
tact which  would  in  turn  make  possible  that  these  commodities  move 
under  prior  sale  to  the  points  of  use  in  quantity  and  quality,  in  accord 
with  the  requirements  for  use. 

Under  such  a plan  it  would  be  possible  in  a community  where 
farmers  could  get  together  a shipping  unit  of  any  commodity  sus- 
ceptible of  standardization  to  put  it  in  genei’al  trade  contact,  and  for 
any  cooperative  group  of  consumers  desiring  to  buy  to  do  a similar 
thing.  My  idea  would  be  for  anybody,  including  merchants,  to  use 
this  facility.  As  long  as  the  total  charges  w<‘re  reasonable  they  would 
probably  continue  to  distribute.  The  guaranty  of  reasonableness 
would  lie.  in  the  fact  that  there  would  be  an  available  trade  route 
around  the  privately  owned  and  controlled  routes  of  distribution. 

When  you  shall  have  done  those  three  things  you  will  have  created 
the  possibilities  of  building  cooperation  from  the  ground  up,  the  only 
way  it  can  be  done.  The  failure  thus  to  build  and  to  have  something 
permanent  after  the  building  has  been  responsible  in  large  degree  for 
the  failure  of  cooperative  effort  in  Amerh  a.  You  would  make  it 
possible  for  communities  to  learn  to  cooperate,  because  you  would 
give  to  small  communities  access  to  a general  market.  Afterward 
they  cmdd  confederate. 

You  also  would  make  it  possible  to  develop  in  centers  of  consump- 
tion small  cooperative  purchasing  groups.  There  woxdd  be  a place 
to  which  they  could  resort  by  wire,  phone,  or  in  person.  As  a prac- 
tical proposition  in  the  event  distrilxutors  attempted  the  exercise  of 
toll-taking  power,  if  there  l)e  assurance  of  physical  protection  and 
integrity  of  transaction — in  other  words,  delivery  according  to  tender, 
and  piu’chase  and  paymeni  accoiding  to  offer — you  would  have  the 
possibilities  of  these  people  buying  and  sell  ng  with  each  other  that 
which  the  purchaser  had  never  seen.  Our  jnodern  so-called  coo{>era- 
tive  marketing  associations  as  a rule  are  not  true  coojteratives; 
thev  are  too  much,  as  is  the  organization  of  the  armv  in  sotne  coun- 
tries,  largely  generals.  They  are  not  true  cooperative  marketing 
associations  where  the  officials  carry  out  the  cooperative  will.  There 
are  some  high  officials  and  sales  agencies  and  Government  assistants. 
The  farmers  do  not  control  the  jtolicies.  They  are  told  what  to  do  in 
order  to  participate  in  some  benefit. 

Cooperating  is  a mental  attitude  you  have  to  acquire.  It  is 
acquired  by  doing  things  cooperatively. 

THE  DEBENTURE 

This  other  problem  of  agriculture  is  related  to  marketing,  but  for 
the  purpose  of  this  consideration  it  may  be  exammod  apart  from 
marketing.  It  is  doing  for  agriculture  tlie  thing  requh-ed  of  any 
government  claiming  to  be  just  and  impartial  among  its  citizens.  It 
is  required  of  any  government  pretending  to  afford  to  its  citizens 
equality  before  the  law.  It  is  now  required  of  this  Government  by  the 
most  imperative  necessity  m behalf  of  the  common  good,  the  public 
necessity.  I refer  to  what  is  known  as  the  export  debenture.  I do  not 
limit  to  specific  details.  I do  limit  to  the  general  plan  of  an  export 
debenture.  The  philosophy  of  the  debenture  is  found  in  basic 
economic  necessity  and  duty  resthig  upon  government  to  preserve 
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equality  of  advantage,  equality  of  benefits  and  general  equality 
among  its  citizens  before  the  law  in  order  not  only  to  do  justice,  but 
also  to  preserve  good  government  and  a normal  development  of  the 
economic  body  functioning  normally  in  obedience  to  natural  law. 
Its  plan  of  operation  would  be  to  give  back  to  the  farmers  who  have  no 
benefit  from  the  protective  tariff  that  which  through  the  tariff  is 
taken  from  them  by  the  might  of  government  and  given  to  the 
beneficiaries  of  the  tariff. 

I do  not  know  of  anything  in  the  history  of  governments  pretending 
to  be  just  wliich  is  more  partial  and  under  present  conditions  m-ue 
brutal  and  less  wise  than  the  treatment  of  these  producers  who  raise 
grain,  cotton,  and  tobacco. 

I do  not  mean  this  Government  purposes  to  be  brutal,  but  it  is  a 
brutal  thing  done  by  the  might  of  government,  and  the  disastrous 
effect  has  now  reached  to  the  most  far  away  and  the  greatest  of  the 
units  which  make  up  our  interdependent  economic  body. 

Let  us  look  at  this  a minute.  Here  is  a government  which  says: 
"I  am  going  to  protect  you,  my  producers,  from  the  cheap  labor  of 
others.  My  purpose  is  to  have  you  get  prices  as  much  higher  than 
other  peoples  get  as  will  make  up  for  the  difference  in  the  cost  of 
production  under  American  standards  of  living  and  the  lower  standard 
abroad.”  After  having  thus  declared  the  purpose  and  the  policy  it 
is  made  to  apply  onlv  to  a part  of  its  producers.  These  farmers  to 
whom  I have  referred  are  left  out.  That  is  done  by  a government 
which  boasts  of  equality  before  the  law.  But  it  does  not  end  there. 
In  addition  it  denies  to  these  farmers  the  right  to  buy  where  they  must 
sell.  \Vhy?  In  order  that  they  may  be  compelled  to  Imv  from  those 
who  are  to  have  the  benefits  of  the  tariff  system.  So  it  is  that  to  the 
fault  of  partiaUty  the  crime  of  economic  slavery  is  added. 

THE  PENALTY  OF  INJUSTICE 

Suppose  a father  should  say  to  Ids  two  boys:  “I  am  going  to 
protect  you  against  the  cheaper  living  conditions  of  your  neighbors. 
1 want  niy  family  to  live  better  and  get  more  for  their  products  than 
our  neighbors  get,”  and  then  would  say,  ‘‘Now,  John,  this  does  not 
apply  to  you.  You  must  still  sell  in  coinpetition  with  your  neighboi-s, 
but  you 'may  not  buy  from  them,  "iou  must  bring  your  money 
back" home,  and  with  that  which  you  get  in  that  cheaper  market  buy 
from  vour  brother,  Tom.  Of  course,  you  pay  him  more  than  ton 
wotdd  have  paid  where  you  had  to  sell,  and  you  must  pay  your 
brother  more  than  he  otherwise  cotdd  get.”  Suppose  John  should 
say,  ‘‘You  sec  to  it  that  Tom  is  given  a boost  in  his  prices,  but  you 
do  not  get  any  boost  for  me,  vou  even  make  me  pay  Tom’s  boost. 
Am  I not  a part  of  this  family?"”  What  could  the  father  say  and  tell 
the  truth  that  would  place  him  in  any  decent  attitude  as  between  his 
boys?  It  could  not  be  done.  That  "attitude  is  not  decent.  It  is  an 
attitude  that  violates  every  obligation  of  equality,  of  justice,  and, 
looking  to  the  far  reaches  of  time,  of  sound  public  policy.  We  can 
not  fail  to  see  that.  Somewhere  down  the  line  that_  sort  of  thing, 
that  partiality,  that  injustice  has  to  be  paid  for.  This  is  that  time. 
We  of  the  cities  are  paying  now.  That  is  bad  enough,  but  it  is  only 
a part  of  the  picture. 
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THE  ADDED  DISADVANIAGE 

Before  the  war  we  were  able  to  dispose  of  a large  part  of  our  agricul- 
tural surplus,  paying  the  interest  we  owed  to  other  peoples.  After  the 
war  we  ceased  to  be  a debtor  nation,  and  became  the  world’s  great 
creditor  nation.  We  brought  back  a large  part  of  the  world’s  gold 
to  this  country,  and  also  brought  back  billions  of  dollars  of  bills  re- 
ceivable. It  requires  the  gold  which  the  rest  of  the  world  can  get 
to  pay  the  interest  they  owe  to  us.  That  left  these  farmers  with  a 
greater  necessity  to  barter.  That  is  a nat)iral  right.  What  did  we 
do  about  that  situation.  We  ran  up  the  tariff  wall  still  higher,  cut- 
ting them  off  more  completely  from  their  accustomed  markets. 

I want  to  touch  on  just  one  other  thing.  You  take  the  bill  you 
gentlemen  reported  for  farm  relief.  It  was  drawn  upon  the  theory 
that  these  surpluses  are  bad  things  and  are  to  be  got  rid  of. 

Every  one  of  the  propositions  being  considered  by  you  now  except 
the  debenture,  is  based  upon  the  assumption  that  our  surpluses  are 
things  to  be  got  rid  of.  What  does  that  mean? 

SUUPLUS  BAD  ONLY  TO  PEOPLE  DEVOID  OF  STATESMANSHIP 

What  are  you  going  to  do  with  these  people  who  are  now  producing 
a surplus?  Where  are  you  going  to  drive  them?  What  is  going  ti» 
happen  to  them?  What  right  have  you  to  drive  them  anywhere? 

In  the  first  place,  is  it  a good  thing  to  have  a surplus  of  agricultural 
commodities?  Is  it  a good  thing  for  a nation  to  be  protected  by  a 
safe  margin  against  all  the  hazards  of  curreiit  production,  against  the 
uncertainties  of  the  ravages  of  insects  and  of  climatic  conditions? 

We  face  the  fact,  gentlemen,  that  there  is  not  a statesman  in  central 
Europe  perhaps  who  would  not  exchange  half  the  natural  resources  of 
his  country  in  order  to  have  for  his  people  the  security,  I mean  every 
sort  of  security  including  military  security,  guaranteed  by  an  abund- 
ance of  food  and  clothing  mateiial  at  home  each  year  which  would  be 
afforded  by  such  a surplus  as  we  have.  Yet  we  despise  it.  We  des- 
pise God’s  earth  and  its  bounty  and  are  trying  to  get  rid  of  this  bounty 
of  God,  more  important  to  the  safety  of  any  people  of  ability  properly 
to  order  their  economic  and  political  government  than  a surplus  of  gold 
in  their  Treasury,  and  more  vital  to  their  national  security  than  a 
great  navy  upon  the  seas. 

Are  we  utterly  devoid  of  statesmanship  and  of  common  sense? 
What  are  we  going  to  do  with  these  people,  these  grain  and  cotton 
farmers?  Are  we  going  to  drive  them  into  the  cities,  to  add  to  the 
millions  of  unemployed  people?  They  have  to  be  somewhere;  they 
have  to  go  somewhere,  they  have  to  do  something.  What? 

In  my  country  we  are  producing  at  least  50  per  cent  of  our  cotton  for 
export.  Is  that  an  illegitimate  thing?  Is  it  a bad  thing  for  people 
to  be  engaged  in  the  production  of  commodities  for  the  world  market? 
When  did  it  get  to  be  a bad  thing?  What  is  the  use  of  these  millions 
expended  to  support  the  Bureau  of  Foreign  (Commerce?  What  is  the 
justification  for  this  $17,000,000  building  which  the  President  and  the 
last  Congress  approved  for  the  Department  of  Commerce  if  we  are 
going  out  of  world  commerce? 

Take  your  corn  and  wheat  growers.  What  are  jmur  people  going 
to  do?  Ought  they  not  to  be  given  a fair  chance,  a fighting  chance 
before  we  issue  against  them  the  decree  of  economic  death? 
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The  fault  with  us  and  our  policies  is  that  we  see  difficulties  in  our 
road,  and  soiuebody  says,  “Look  out,  there  is  a broken  culvert,’’ 
and  we  whirl  off  into  the  jungle  without  any  consideration  as  to  the 
difficulties  in  that  direction.  Where  will  these  people  go?  I do  not 
know  where  they  will  go.  ^^^ly  not  at  least  give  them  a chance  to 

hold  their  accuslomed  world  market? 

Mr.  Nelson.  Speaking  of  a surplus,  three  years  ago  last  April, 
when  this  committee  met  on  the  15th  of  April,  or  before  that,  w e had 
witness  after  witness  before  us,  and  I asked  them  the  question,  “Is 
the  surplus  a good  thing?”  And  without  exception  the  answer  was 
that  a surplus  is  a good  thing;  it  is  the  only  thing  that  will  make  for 

the  safety  of  the  country  as  a whole. 

1 have  been  greatly  interested  in  what  W'e  have  heard  this  morning. 

1 think  it  has  been  one  of  the  most  constructive  and  fundamental 
talks  that  we  have  lunl.  As  I understand  it,  your  thought  is  that 
recrarilless  of  whether  or  not  the  tariff  is  good  or  bad,  so  long  as  we 
have  a tariff,  it  should  be  made  effective,  as  effective  for  agriculture 

as  for  industry? 

HAVK  GOT  TO  GIVE  BACK  TO  AGHICULTURE  WHAT  IS  ARBITRARILY  TAKEN 

Mr.  Sumners.  We  have  reached  the  point,  gentlemen,  wfficre  we 
have  got  to  do  that.  I say  that  without  the  slightest  uncertainty 

as  to  the  soundness  of  my  conclusion. 

Mr  Nelson.  I might  say  that  was  the  view  of  some  of  us  when 
the  so-called  farm  relief  bill,  which  has  just  about  “relieved”  the 
farmer  of  everything  he  has,  was  passed.  At  that  time  the  present 
chairman  of  the  committee,  .Mr.  Jones,  of  Texas,  offered  an  amend- 
ment to  that  bill,  to  incorporate  the  debenture  plan.  It  failed,  as 
did  the  amendment  1 offered  to  incorporate  the  equalization  fee 
feature.  The  farm  marketing  act  at  that  time  was  said  to  be  written 
in  a very  definite  way,  and  it  w;as  written  in  just  that  way.  The 
fann  marketing  act,  judged  by  its  results,  has  been  a failure,  as  I 
knew'  it  must  be.  I W'as  one  of  35  NIembers  to  vote  against  it. 

Now,  what  can  we  do  for  agriculture?  One  thing  we  ought  to  <lu 
is  to  repeal  the  farm  marketing  act,  to  set  a time  when  that  act  will 
be  repealed,  or  at  least  when  the  stabilization  feature  of  it  will  be 
taken  out;  or  if  this  is  impossible,  then  amend  the  present  act.  It 

can’t  do  the  job  as  it  is. 

We  can  no  more  make  this  scheme  work,  we  can  no  more  suspeiul 
the  law  of  sujiply  and  demand,  than  we  can  suspend  the  law'  of  gravity. 
And  if  this  conimittee  does  not  do  soinething  along  that  line  before 
this  Congress  adjourns,  we  will  have  failed  to  do  our  duty. 

That  is  one  thing  we  can  do.  We  can  look  forward  to  the  time 
when  we  no  longer  have  the  Farm  Board  operating  as  it  has  been. 
We  have  spent  $500,000,000,  or  appropriated  that  much,  for  that 
enterprise  and  the  spread  betw'een  the  peak  price  and  the  present 
price  of  farm  products  in  America  has  been  larger  than  in  an>  othei 
country  in  the  world.  M e have  proved  that  stabilization,  as  it  has 

been  tried,  wdll  not  w'ork.  . . a • .1,- 

Now,  if  we  can  make  the  tariff  effective,  as  it  is  proposed  m this 

bill  to  do,  I think  perhaps  we  have  taken  a forward  step. 

You  have  referred  to  us  as  a committee  of  doctors  to  remedy  this 
condition  The  patient  is  dying  and  is  almost  dead.  In  my  opinion 
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we  liave  got  to  do  something  else.  The  witness  spoke  a while  ago 
of  a time  when  the  farmer  was  self-siifhcient.  1 happen  to  have  on 
my  desk  this  morning  a statement  from  one  who  is  supposed  to  be  an 
eminent  authority  on  agriculture,  suggesting  that  the  farmer  should 
go  hack  to  the  old  days,  that  he  should  buy  little,  that  he  shoidd  make 
on  his  farm  the  things  that  he  used  to  make.  He  said  he  could  do 
that  very  well  except  for  two  things,  taxes  and  interest.  That  state- 
ment was  rather  amusing.  Incidentally,  if  carried  to  its  conclusion, 
if  the  farmer  began  to  become  all  sufficient,  it  woidd  destroy  the  city. 

You  have  asked  what  woidd  the  railroads  do  if  the  farmer  became 
all  sufficient.  I ask,  what  would  the  factories  do  if  the  farmer  l)ecame 
all  sufficient?  We  have  got  to  pursue  these  things  along  the  modern 
line. 

Mr.  Sumners.  That  is  perfectly  ridiculous;  that  is  just  as  absurd  a 
proposition  to  submit  to  serious  practical  men  as  one  can  think  of. 
To  sav  that  the  thing  to  do  is  to  revert  to  the  old  conditions  of  the 
oxcart  and  the  tallow  candle.  1 would  not  take  up  your  time, 
gentlemen,  to  discuss  such  a proposition  even  in  criticism. 

Mr.  Nelson.  Yet  we  are  hearing  that  to-day  from  many  people. 

Mr.  Sumners.  I know;  there  are  a great  many  fools  in  the  world 
and  they  have  large  audiences  now. 

Mr.  Nelson.  Nobodv  should  take  it  seriously. 

Mr.  Sumners.  No. 

Mr.  Nelson.  Yet  it  is  being  proposed  and  from  some  so-called 
eminent  authorities. 

The  Chairman.  I think  we  have  had  a A ery  fine  diagnosis  of  the 
situation  and  a profitable  discussion.  I think  any  further  discussion 
should  be  along  the  line  of  the  remedy  we  have  to  suggest. 

Mr.  Larsen.  Mr.  Chairman,  the  gentleman  from  Te.xas  and  the 
gentleman  from  Illinois  had  quite  an  interesting  discussion.  The 
question  propounded  by  the  gentleman  from  Illinois  w^as  an  important 
question  and  I wanted  to  see  if  he  could  ansAver  it,  so  I asked  him  this 
question : 

AA'liat  was  found  to  be  the  remedy  for  the  conditions  which  you  sav  existed  in 
1824? 

He  has  not  answered  it  and  I want  to  knoAv  if  this  gentleman  Avill 
answer  it. 

Mr.  Adkins.  That  c(uestion  Avas  answered;  he  answered  it. 

Mr.  Larsen.  No;  he  did  not.  I am  going  to  read  your  ansAver. 

Mr.  Clay  said,  we  must  have  a protective  tariff. 

Mr.  Adkins.  Read  the  question. 

Mr.  Larsen  (reading): 

W liat  was  found  to  be  the  remedy? 

I did  not  ask  Amu  what  Mr.  Clav  said,  f asked  a’ou,  “What  aaus 
found  to  be  the  remed\’  for  conditions  at  that  time,  in  1824?” 

Noav,  if  the  patient  Avas  sick  in  1824,  and  he  must  liaAm  been,  if  corn 
was  then  selling  for  Gb  cents  per  bushel,  the  patient  recovered.  What 
I desire  to  know  and  am  asking  is,  Avhat  Avas  found  to  be  the  remedy 
for  the  patient  in  1824;  not  what  Mr.  Clay  said  you  ought  to  do  for 
liim.  Can  you  answer  that  question?  Wliat  Avas  found  to  be  the 
remedy?  I^et  me  ask  tliis  question.  We  had  a panic  of  1837,  as  the 
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histories  put  it,  1 think.  It  started  about  1824.  e had  one  in  1873 
and  Ave  have  had  some  others. 

Mr.  Adkins.  We  had  one  in  1857. 

Mr.  Larsen.  Yes.  We  had  one  in  1857  and  in  1893.  I guess 
those  Avere  the  major  panics.  At  that  time  agriculture  Avas  in  a very 
serious  condition.  But  it  recoAmred  each  time.  Old  Man  Agricul- 
ture is  not  quite  dead  vet. 

Noav,  Avhat  I want  ‘to  knoAv  is,  Avhat  Avere  the  remedies  that  we 
applied  in  those  years?  Perhaps  we  ought  to  have  the  same  remedies 
to  apply  noAv;  I do  not  knoAv.  Can  you  give  me  those  remedies? 

Mr.  Sumners.  Let  me  see  if  I can  not  at  least  get  the  difficulty 

out  of  the  Avay.  . , , , 

Mr.  Larsen.  With  relation  to  the  three  theories  that  have  been 

suggested  to  the  committee. 


THE  tariff  is  A BOUNTY 


Mr.  Sumners.  Reference  has  been  made  to  Mr.  Clay.  Mr.  Clay, 
Mr.  Webster,  and  Mr.  Hamilton  each  recognized  the  protectiA'e 
tariff  as  a bounty,  and  Mr.  Hamilton  seems  to  have  favored  a plan 
under  Avhich  a part  of  the  import  duties  resulting  from  the  operation 
of  the  protectWe  tariff  system  should  be  paid  to  those  producers  not 

the  direct  beneficiaries  of  the  system. 

Gentlemen,  the  time  has  come  AA'hen  avc  must  decide  basic  policies 
guided  by  fundamental  principles.  We  have  had  enough  haphazard, 
hit  or  miss  policies. 

In  so  far  as  I know  we  of  the  Government  are  the  only  people 
emraged  in  serious  effort  in  the  Avoiid,  I mean  Ave,  the  legislators  and 
Presidents,  Avho  fail  to  recognize  that  there  are  natural  laAvs  Avhich 
suggest  Avhat  ought  to  be  done.  That  is  an  interesting  fact,  is  it 
not?  We  are  the  only  ones.  We  do  not  eAmn  recognize  that  there 
are  natural  laws  that  goA'ern  governments  and  goA'crn  the  economic 
life  of  the  people.  We  just  sort  of  splatter  around  and  go  about. 

Noav,  Avhen  Washington  Avas  sick— and  that  Avas  a good  Avhile 
ago — they  sent  for  one  doctor  and  he  came  and  bled  him.  Then 
they  sent  for  another  doctor  and  he  bled  him  some  more  I believe, 
and  ultimatelv  thev  killed  him.  Our  statesmanship  is  in  about  the 
stage  of  deAmlopment  of  the  practice  of  physicians  in  Washington’s 


When  Ave  come  to  deal  Avith  our  economic  disorders  Ave  are  dealing 
AA'ith  a sick  patient.  We  are  dealing  AATtli  a sick  economic  body  made 
up  of  manv  interrelated  interdependent  units,  of  Avhich  agriculture  is 
an  important  part,  the  part  Avhere  the  present  disorder  originated, 
and  the  one  from  Avhich  this  economic  paralysis  has  spread  to  the 
other  parts  of  the  economic  body  as  of  necessiW  1r"^  of  nature, 

its  penalties  not  accidentally,  it  had  to  happen  if  the  policy  be  pursued 
which  hiis  been  our  poliev.  If  not  arrested  it  was  bound  to  spiead. 
I speak  of  paralysis  of  buying  power,  a paralysis  of  the  circulatory 
system  of  this  economic  body.  That  is  all  there  is  the  inattei  with 
us.  I do  not  want  to  get  into  any  partisan  controversy  about  this 
matter,  because  I do  not  intend  to  discuss  it  that  way. 


20 


FARM  MARKETING  PROGRAM 


FARM  MARKETING  PROGRAM 


21 


THE  REMEDY  PRESCRIBED  FOR  A PATIENT  BLED  WHITE  WAS  MORE 

BLEEDING 

At  the  beginning  of  this  aclnimistration,  in  extraordinary  session, 
we  were  summoned  to  come  to  this  patient  wlio  had  already  been 
bled  wliite,  was  prostrate,  and  still  being  bled  to  sipiport  the  tariff 
system  when  we  got  here.  What  did  we  do?  Did  we  reduce  the 
blood  being  taken  and  giA  e the  patient  a blood  transfusion  as  any 
mtelligent  physician  would  have  done  under  similar  circumstances? 
Not  a bit  of  it.  We  increased  the  quantity  of  blood  being  taken. 
We  raised  the  tariff  and  refused  the  debenture,  refused  a blood  trans- 
fusion. We  bled  agriculture  more,  raised  the  tariff  and  have  been 
sitting  around  expecting  recovery.  That  was  the  program  of  the 
administration.  Think  of  that.  Saying  everything  would  be  all 
right  “just  around  the  corner.” 

I know  the  I’resident  is  opposed  to  what  I suggest,  but  the  President 
is  wrong.  This  is  one  thing  I know  more  about  than  he  and  his 
advisers  know.  And  I know  I know  it.  Not  about  many  things 
would  I speak  with  such  assurance.  I do  not  want  to  interfere  with 
the  President’s  program.  Politically  th.c  j-resent  situation  is  a bad 
one.  I know  all  we  Democrats  can  do  is  to  try  to  help  tide  o\  er 
until  one  or  the  other  party  can  be  placed  in  complete  control.  I 
would  not  pre.ss  this  matter  now  if  1 did  not  know  the  dangers 
immediately  in  front  of  us  toward  which  we  are  headed  as  straight  as 
a crow  can  11  v.  I have  studied  this  matter  for  manv  vears.  The 
record  will  show  that  I have  pointed  out  many  times  the  destination  to 
which  our  policies  have  led  us,  and  have  entered  my  protest  and  have 
oli’ered  what  subsequent  developments  have  demonstrated  were  con- 
structive suggestions. 

1 will  tell  you,  and  may  1 tell  the  President  with  all  respect,  what  is 
“around  the  corner”  if  we  do  not  revive  the  buying  power  of  the 
farmers,  it  is  the  dole.  As  I said,  the  radical  things  which  govern- 
ments find  themselves  compelled  to  do  have  their  origin  in  the  failure 
of  government  to  do  what  ought  to  be  done  when  it  ought  to  be  done. 
1 do  not  want  to  appear  presumptions  or  be  egotistical.  If  I do  so  it 
is  because  I have  given  during  many  3^ears  studv"  to  this  matter.  1 
know  what  is  the  matter  here.  I know  its  importance  and  1 see  the 
danger.  It  is  no  time  to  permit  modesty  to  interfere  with  the 
warning  which  it  is  mv  dutv  to  irive. 

Now,  ma,y  1 make  this  observation,  gentlemen.  The  debenture  is 
in  effect  a tariff  on  agricultural  commodities  arranged  to  give  back  to 
agriculture  what  is  taken,  and  which,  in  order  to  be  made  effective, 
must  be  made  to  operate  in  a reverse  direction.  It  would  return  to 
farmers  what  the  tariff  takes  from  them,  and  give  them  a chance  to  pay 
their  debts,  and  to  bu\%  and  give  others  and  others  on  up  to  the  great- 
est corporation  the  abiliU^  to  do  the  same  thing,  and  to  put  idle  people 
to  work. 

Academicalh’,  I am  a free  trader.  But  we  are  called  here  to 
responsibility  after  others  have  estabhshed  an  operating  protective 
system.  It  is  facts  and  not  theories  with  wliich  we  may  deal  now. 
This  I lay  down  as  a sound  public  policy — where  you  have  a tariff 
system,  and  as  long  as  you  have  it,  the  only  way  you  can  prevent 
injustice,  or  a lopsided  industrial  development,  is  to  distribute  the 
burdens  and  the  benefits  not  merely  of  the  system  itself,  but  of  the 


policy  sought  to  be  made  effective  through  the  system.  That  is  the 
only  way  you  can  prevent  a part  of  your  industry  serving  as  a nurse 
cow  for  the  rest  of  it.  .\griculture  has  been  ser\Ting  for  a long  time 
as  the  nurse  cow  for  a mighty  big  yearling.  We  have  got  to  feed 
the  old  cow  or  wean  the  yearhng.  She  is  not  giving  enough  milk 
for  this  yearling,  and  the  yearling  does  not  want  to  graze.  As  a mat- 
ter of  fact,  it  is  not  a yearhng,  it  is  a full  sized  steer.  ^Vhat  I say  is, 
as  long  as  the  steer  sucks  you  must  feed  the  cow,  otherwise  both  the 
cow  and  the  steer  will  perish. 

I am  taking  up  too  much  of  your  time,  gentlemen.  1 submit 
myself  to  the  committee  for  questions. 

Mr.  Mitchell.  I would  just  like  to  ask  j’ou  how  yon  tliink  the 
people  in  the  respective  States  and  communities  would  react  to  the 
idea  of  Government  supervision  and  control  in  their  respective  lo- 
calities and  sections?  Just  what  procedure  would  xmu  indicate  the 
strong  arm  of  the  Government  might  follow  in  our  respective  juris- 
dictions? Will  you  be  good  enough  to  give  the  committee  the  bene- 
fit of  jmur  opinion  of  the  practical  workings  of  the  bill  that  you  have 
in  mind? 

ARBITRARY  CONTROL  SHOULD  BE  AVOIDED 

Mr.  Sumners.  When  xmii  come  to  deal  with  these  farmers  and  1 
know  them,  you  have  got  to  consider  the  element  of  human  nature 
that  is  involved,  and  the  attitude  of  that  particular  part  of  our  people. 

I believe  the  farmers  would  not  submit  to  arbitrary  control,  going 
into  the  details  of  their  production,  telling  them  what  they  can  do 
with  their  farms  and  that  little  tract  up  on  the  hill.  They  would 
submit  with  as  much  resentment  and  more,  than  anj^  other  class  of 
people  in  the  United  States.  I think  you  ivould  find  a great  deal  of 
resentment. 

The  Chairman.  May^  I suggest  right  there  that  this  debenture 
plan  does  not  have  anx'  suggestion  of  that  kind  in  it?  That  would 
simpl}’  be  handled  at  the  port. 

Mr.  Sumners.  One  great  advantage  of  the  debenture  plan  is  that 
it  is  freer  from  the  element  of  arbitrarj'  control  than  any  other  plan 
I have  seen  suggested  and  would  require  a smaller  Federal  machinerv 
and  less  expense  to  administer  it,  and  would  therefore  have  a tendency 
to  give  to  the  producer  a larger  share  of  that  which  the  people  are 
compelled  to  contribute.  It  would  add  least  to  our  great  army  of 
Federal  employees. 

The  Chairman.  If  there  are  no  further  questions  of  Mr.  Sumners 
I desire  to  thank  jmu,  for  your  presentation. 

Mr.  Sumners.  If  anyone  finds  anything  in  my  remarks  that  seems 
partisan,  1 shall  be  glad  to  eliminate  it  from  the  I'ecord.  Tins  is  not 
the  place  for  such  things. 

Mr.  Haugen.  I would  like  to  ask  a question  of  the  gentleman 
before  he  leaves.  Your  suggestion  is  for  the  estalilishment  of  a 
produce  exchange? 

Mr.  Sumners.  Yes.  You  know,  you  have  tried  to  regulate  these 
privately  owned  and  merchant  controlled  institutions  called  produce 
exchanges,  and  to  compel  them  to  perform  a public  function — I doubt 
that  you  will  ever  be  able  to  do  it. 

Mr.  Haugen.  You  suggested  the  debenture  plan  in  connection 

with  that. 
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Mr.  SuMXEUd.  Yes. 

Mr.  Haugen'.  Would  it  be  wise  to  spend  a large  amount  of  money 
now  to  do  what  c.ouid  be  done  otherwise,  without  such  a great  expense? 

Mr.  Sumners.  With  regard  to  any  proposition,  1 would  say  that  if 
olir  assumption  is  correct,  it  is  not  wise. 

Mr.  Haugen.  I think  we  all  understand  the  situation.  I do  not 
tliink  there  is  any  cjuestion  about  that.  Y e have  understood  it  for 
all  these  years  and  we  have  been  trying  to  get  some  remedy. 

Mr.  Sumners.  Yes. 

Mr.  Haugen.  We  brought  in  a compromise  measure.  Everybody 
knew  in  advance  in  the  absence  of  a presciibed  plan  and  authority 
to  carry  it  into  effect  that  it  would  not  produce  the  desired  results, 
but  still  much  of  the  time  it  benefited  the  wheat  producers  to  the 
e.xtent  of  20  cents  a bushel  on  their  wheat.  There  has  been  a good 
deal  of  talk  about  the  Farm  Board.  The  trouble  was  with  Congress 
not  giving  it  a deffnite,  workable  jjlan.  The  board  did  the  best  it 
could.  Many  had  the  idea  that  100  per  cent  cooperation  could  be 
effected  voluntarily.  Others  advocated  trying  it  out.  W e knew  that 
it  would  not  work.'  They  ti-ied  it  oiit  at  an  expense  of  several  hundred 
million  dollars,  so  it  chopped  the  stabilization  plan.  I hope  no\y  that 
all  are  willing  to  try  out  something  else.  At  least  the  board  is  not 
m be  criticized. 

Mr.  Sumners.  I do  not  pmpose  to  criticize  the  board.  1 do  not 
want  to  get  into  any  controversy.  I want  results. 

Mr.  Haugen.  We  want  to  clear  that  point  up.  I think  we  should 
protect  the  board  and  protect  everybody  else. 

Mr.  Sumners.  1 do  not  purpose  to  criticize  anybody  or  any  board 
in  what  1 have  said.  I have  a constructive  purpose. 

Air.  H.-iUGE.N.  I,  of  course,  know  that  you  don’t.  What  have  you 
to  say  about  the  plan  suggested  by  these  three  farni  groups? 

-\Ir.  Su-mners.  Unfortunately,  1 am  not  familiar  with  their  sug- 
gestions. 

Mr.  Haugen.  One  is  the  cost  of  production  plan;  one  the  debenture 
plan;  and  one  the  equalization  fee  plan.  I think  we  ail  agree  that  in 
some  instances  the  ecjualization  fee  would  work  to  the  advantage  of 
the  farmer  over  the  other  jilans,  and  in  a number  of  instances,  where 
there  is  a small  surplus,  the  debenture  plan  or  the  cost  of  production 
plan  might  be  applied.  The  suggestion  submitted  by  the  three  farm 
groups,  is  that  the  three  plans  be  embodied  in  one  bill,  and  the 
board  directed  to  api)ly  whichever  plan  or  ])lans  would  serve  the 
purpose  best.  What  have  you  to  say  about  that? 

The  Chair.man.  Mr.  Sumners,  the  fiirm  groups  have  suggested 
that  we  give  the  Farm  Board  the  privilege  or  the  option  of  using 
anyone  or  all  three  remedies,  the  equalization  fee,  the  debenture,  and 
the  so-called  allotment  plan. 

Mr.  Sumners.  Personally,  with  all  due  respect  to  the  Farm  Board, 
I ilo  not  yield  as  a member  of  Congress  to  tin'  Farm  Board  the  right  to 
determine  whether  or  not  in  its  judgment  the  equalization  fee  or  the 
debenture  plan  should  be  put  into  effect.  1 woiiLi  assume  that 
responsibility  as  a legislator  definitely,  for  the  very  specific  purpose 
of  making  the  tariff  operate  to  the  advantage — that  is,  the  philosophy 
of  the  tariff — operate  equally  to  the  advantage  of  the  farmer  as  well 
as  to  industry  as  long  as  that  system  operates. 
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Mr.  Haugen.  We  have  the  tariff  and  the  purpose  is  to  make  it 
effective.  There  is  only  one  way  of  making  it  effective  and  that  is 
one  by  debentures,  at  the  expense  of  the  Federal  Treasury,  or  to  do,  as 
organized  industry  has  been  doing  for  the  last  50  years,  equalize  the 
price.  Every  producer  under  that  plan  pays  his  proportionate  share 
of  the  cost  and  receives  his  ratable  share  of  the  profit. 

Mr.  Sumners.  Mr.  Chairman,  before  I leave,  I want  to  direct  the 
attention  of  the  committee  and  ask  its  consideration  if  it  sees  fit, 
to  H.  R.  8896,  a bill  which  I introduced.  It  is  very  brief,  and  with 
your  permission  I will  read  it. 

The  Chairman.  Please  do. 

(Mr.  Sumners  read  H.  R.  8896,  which  is  as  follows;) 

[n.  R.  8S9fi,  Seventy-second  Congreps,  first  session] 

A BILL  Authorizing  compacts  among  States  for  agricultural  and  conservation  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  two  or  more  States  are  hereliy  authorized 
to  enter  into  agreements  and  compacts,  not  in  conllict  with  the  laws  of  the 
United  States,  concerning  the  exercise  of  their  governmental  powers  with  reference 
to  production,  processing,  and  sale  of  agricultural  products,  development,  and 
preservation  of  their  natural  resources,  including  soil  fertility,  and  to  create  such 
agencies,  joint  or  otherwise,  as  may  be  deemed  necessary  to  make  effective  such 
agreements  and  compacts. 

Mr.  Sumners.  I had  in  mind  that  you  gentlemen,  if  you  will  be 
good  enough,  sometime,  will  consider  the  advisability  of  giving  to 
these  States  engaged  in  the  production  of  a given  commodity,  con- 
gressional anthority  to  enter  into  compacts  and  agreements  with 
regard  to  those  things  concerning  which  they  have  a common  interest. 

I am  very  much  obliged  to  you,  gentlemen.  Unfortunately  I was 
not  prepared  properly  to  present  this  matter.  1 on  know  the  pres- 
sure we  have  all  worked  under.  Nobody  has  had  time  really  to  pre- 
pare anything  properly. 

Mr.  Andresen.  Mr.  Sumners,  before  you  leave,  may  I ask  this 
question?  During  the  war  an  emergency  e.xisted,  as  far  as  agricul- 
ture was  concerned.  There  w^as  an  effort  to  beat  down  the  price  on 
certain  agricultural  products  and  Congress  took  recognition  of  that 
and  established  a minimum  price  on  wheat,  to  assure  the  farmer  cost 
of  production  and  a fair  return,  or  a profit.  We  are  in  an  emergency 
now  possibly  greater  than  we  were  during  the  war,  as  far  as  the  coun- 
try is  concerned. 

'What  would  your  idea  be  on  a similar  proposition  now,  to  set  iip 
a governmental  agency,  to  establish  a minimum  price  on  certain 
basic  agricultural  commodities? 

Mr.  Sumners.  Would  you  be  carrying  out  the  idea  that  the  surplus 
is  to  be  bought  by  some  governmental  agency  and  retained? 

Mr.  Andresen.  During  the  war,  of  course,  the  Government 

Mr.  Sumners.  There  we  had  no  difficulty,  because  ive  knew  there 
was  not  going  to  be  enough  produced  to  feed  ns  and  our  Allies, 
didn’t  we? 

Mr.  Andresen.  An  arrangement  might  be  made  whereby  tliey 
would  oniv  purchase  a certain  amount  of  a man’s  crop. 

Mr.  Sumners.  I do  not  want  to  give  an  opinion  about  it  further 
than  to  say  that  any  plan  which  holds  in  this  country  what  we  produce 
above  domestic  requirement  is  a threat  to  future  prices  and  its 
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retention  here  instead  of  letting  it  go  into  the  world  market  is  calcu- 
lated to  develop  in  other  ])arts  of  the  worhl  large  areas  of  competa- 
tive  production  which  in  turn  might  cut  us  out  permanentl3’^  from  the 
world  market.  We  ought  to  try  to  hold  that  market  against  the 
da,v  of  better  world  conditions  rather  than  keep  the  surplus  here  at 
the  expense  of  storage  and  deteroriation  and  the  danger  of  its  being 
turned  loose  at  aru'  time  in  com])etition  with  am*  years  crops.  1 
wish  1 could  emphasize  the  importance  of  that  suggestion  during  the 
world  adjustment  that  we  ought  to  make  every  reasonable  effort 
to  hold  for  agricultural  producers  the  world  market  that  is  recpiired 
to  absorb  their  surpluses. 

Mr.  Andresen.  But,  Judge,  they  are  producing  more  in  all  the 
other  countries  of  the  world,  and  soon  the  ex])Ort  market  will  disappear. 

Mr.  Sumners.  I do  not  know  whether  we  can  hold  it  or  not. 
But  take  cotton,  for  instance,  and  take  j’our  wheat,  where  \^ou  have 
200,000,000  bushels  of  surplus;  nobody  knows  exactly  what  is  going 
to  happen,  of  course,  but  we  are  confronted  with  the  veyv  definite 
proposition,  what  are  we  going  to  do  with  our  producei’s  if  the\’  do 
lose  their  share  of  the  world  market? 

Mr.  Andresen.  It  is  a real  problem. 

Mr.  Sumners.  Gentlemen,  to  1113'  mind,  this  is  the  situation: 
Here  are  these  people  fighting  for  a share  of  the  world ’s  market  and 
being  bled  to  support  industries  in  this  country.  Are  we  to  refuse  in 
this  situation  to  give  back  to  them  that  which  we  are  taking  from 
them  and  which  we  know  is  necessarj"  to  help  them  to  make  this 
fight  against  w'orld  competition,  and  give  back  to  them  enough  to 
enable  them  to  buy  the  products  that  Me  produce  m the  cities? 
Gentlemen,  I just  can  not  see  the  horse  sense  in  not  doing  it. 

Mr.  Andresen.  But  if  they  lose  the  \\orld  market,  then  vour 
debenture  will  not  be  vorlh  aiu^thing. 

Mr.  Sumners.  It  would  help  to  hold  the  world  market.  1 do  not 
mean  to  say  that  it  would  insun'  them  to  hold  the  world  market, 
but  it  would  assist  them  in  that  direction.  Can’t  you  see  it? 

Mr.  Andresen.  I can  not  see  it,  because  our  wheat  fanners  can 
not  compete  with  the  wheat  farmers  of  France. 

Mr.  vSumners.  Take  >'our  wheat  farmer.  You  export  in  round 
figures  200,000,000  bushels  of  wheat  out  of  a total  of  some  S00,000,000 
bushels— something  like  that? 

The  Chairman.  Those  are  the  approximate  figures. 

Mr.  Su-Mners.  Sujipose  you  have  the  debenUire.  That  stimulates 
your  w heat  price  in  America.  How'  much  do  3’ou  propose  to  stimulate 
It? 

Mr.  Andresen.  21  cents. 

Mr.  Sumners.  Let  us  sa\’  20  cents  a bushel.  You  stimulate  your 
wheat  price  20  cents  a bushel  on  your  American  consumption. 
That  gives  vou  a 20  cent  increase  on  600,000,000  bushels  of  wheat,  does 
it  not? 

Mr.  Andresen.  If  it  works  out. 

Mr.  Sumners.  Well,  if  it  does  give  you  20  cents  on  600,000,000 
bushels  of  wheat,  that  is  something  that  jmu  have  that  comes  to  you 
as  wheat  producers.  Then  you  can  afford  to  sell  25  per  cent  of  y’our 
jiroduct  cheaper  than  \mu  could  otherwise  if  yum  had  not  received  that 
assistance,  could  30U  not? 
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Mr.  Andresen.  Yes.  But  we  will  run  up  against  the  same  thing 
when  we  go  to  do  that,  that  we  impose  upon  other  countries  when 
they  put  a bounty  upon  products  that  the\^  ship  into  this  countrju 

Mr.  Sumners.  ' You  are  referring  to  the  practice  of  dumping. 

Mr.  Andresen.  Yes.  That  will  be  automatically  taken  care  of  m 

that  way.  , . , • , ■ 1 

Mr.  Ketcham.  The  answer  to  that  pomt,  which  is  always  raised, 

is  that  these  nations  will  not  invoke  anti-dumping  laws  if  they  need 
or  they  want  the  crop.  That  is  the  answer  to  that  objection. 

Mr.  Sumners.  That  is  correct. 

The  Chairman.  A country  that  is  short  in  any  commodity  cer- 
tainly will  not  take  those  steps  to  keep  it  out  of  the  country. 

Mr.  Sumners.  I would  be  willing  to  see  what  they  would  do  about 
it.  I would  not  want  to  be  too  apprehensive  about  it.  We  had  best 
cross  that  bridge  wdien  we  get  to  it.  Let  us  do  our  best.  If  we  fail 
w^e  will  not  be  at  fault.  That  is  the  maximum  of  what  can  be  re- 
quired of  anybody  and  it  is  also  the  minimum  that  is  requked.  If 
we  fail  after  ! have  done  my  best  I will  not  bother  about  it  one  spht 
second.  Difficulties  are  nature’s  gymnastic  paraphernalia  provided 
for  the  development  of  people. 

I do  not  know  how  long  this  difficulty  in  the  big  economy  is  to 
challenge  human  thought  and  effort  and  result  in  human  develop- 
ment, but  I know  it  is  here  now'  to  challenge  us  and  w e had  better 
not  lay  down  on  the  job  if  we  w'ould  escape  other  punishment. 

LOOKING  AGAIN  AT  THE  WHOLE  MATTER 

Now  in  conclusion  let  us  look  again  at  this  matter.  We  have  a 
principle  that  taxation  shall  be  uniform.  Taxation  is  not  uniform  as 
to  these  agricultural  producers  of  exportable  surpluses.  They  are 
taxed  through  the  tariff  to  provide  a bounty  for  others.  There  is  no 
tax  upon  those  others  for  the  agricultural  producers. 

We  have  a basic  principle  that  there  shall  be  equality  before  the 
law.  There  is  no  equality  before  the  law  as  between  the  twm  great 
classes  of  producers.  One  gets  a bounty.  The  other  is^  excluded. 
To  this  is  added  a second  inequality,  wffiich  makes  a double  inequahty. 
The  excluded  class  is  forced  by  the  Government  wffiich  excludes  them 
from  a bounty  to  contribute  to  the  bounty  of  others  from  their  world 
competitive  prices  received  for  what  they  sell.  In  addition  to  the 
tax  directly  levied  upon  them  by  the  tariff  in  the  form  of  enhanced 
prices  for  what  they  buy  above  wmrld  prices,  they  pay  a much  greater 
tax  indirectly  in  the  shape  of  the  increased  overhead  of  others,  in- 
creased cost  of  living  of  others,  increased  price  of  commodities  used 
in  manufacturing,  and  so  forth,  increased  wage  scales,  and  so  forth, 
w'hich  are  passed  on  from  one  to  another  until  they  reach  these 
farmers  w'ho  sell  to  the  highest  bidder  in  competition  w'ith  the  cheap- 
est labor  in  the  world.  There  it  remains.  That  is  a fact.  These 
farmers  can  not  pass  these  increases,  not  a cent  of  them,  because  they 
can  not  say  w'hen  they  come  to  sell  a bushel  of  grain  or  a bale  of 
cotton:  “I  have  figured  this  all  out.  My  capital  investment  is  so 
much,  my  cost  of  production  is  so  much,  so  much  for  upkeep  of  mj' 
farm  and  implements,  and  so  much  for  a reasonable  profit,  therefore, 
my  price  is  so  much.”  They  say  to  the  rest  of  producers:  What 

will  you  give  us?”  and  sell  to  the  highest  bidder.  They  absorb 
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whatever  of  these  increases  reaches  them  through  the  general  passing 
process  from  one  to  another  in  our  business  transactions. 

The  basic  prmciples  of  our  Government  and  of  ordinary  justice 
support  tlie  proposition  of  giving  back  to  these  fanners  that  which 
is  being  taken  from  them  by  the  aid  of  the  power  and  policy  of  this 
Government. 

There  is  another  consideration  of  public  policy  involved.  If  jmu 
go  out  in  the  country  you  wdll  find  the  farm  plant,  his  manufacturing 
plant  is  not  being  kept  up.  The  farms  of  this  country  are  the  most 
imjiortant  factories  we  have.  There,  elements  of  the  soil,  of  the  air 
and  of  the  sunshine  and  the  rain,  are  manufactured  into  food  and 
clothing  material,  from  which  most  of  the  things  seen  in  the  shop 
\\indows  come,  the  things  which  make  the  banquet  possible,  which 
make  up  the  adornment  of  dress,  which  ever  if  substantially  reduced, 
make  sound  thinldng  and  sane  acting  impossible,  the  things  without 
which  life  is  impossible.  No  public  policy  could  be  more  devoid  of 
true  statesmanship  than  the  policy  which  would  permit  that  factory 
to  detciiorate. 

^ oil  say  reduce  the  wage  scale  and  reduce  commodity  values  so 
the  farmer  can  trade.  Of  course,  if  farm  values  remain  as  they  are 
everything  must  come  down,  but  this  is  what  you  run  into  if  }T)u 
move  in  that  direction,  an  insurmountable  wall  of  existing  indebted- 
ness. You  can  not  pay  these  debts  with  a low  w^age  scale  and  low 
commodity  values.  That  route  leads  toward  universal  bankruptcy 
or  repudiation. 

^Vhut  are  we  going  to  do  about  it?  What  are  we  going  to  do  about 
our  general  situation?  Balance  the  Budget.  That  is  fine.  But  tiiat 
will  not  pay  these  billions  of  debts.  But  how'  about  the  farmer’s 
builget  this  fall?  ITow  about  his  interest  and  tax  bills  being  balanced 
with  present  prices  and  other  budgets  up  tlie  line?  If  they  can  be 
balanced,  we  can  balance  the  Federal  Budget  without  difficulty.  If 
they  can  not  be  balanced,  the  Federal  Bud^'t  can  not  stay  balanced. 

Why  do  not  the  factories  open  up?  Wiy  do  not  the  wholesale 
merchants  pay  tJieir  debts  and  buy  new  wnires?  "VWiy  do  not  these  idle 
people  go  to  work? 

Get  a map  of  the  United  States.  Look  it  over  from  east  to  west 
and  from  north  to  .south.  (3f  all  the  land  which  your  eyes  survey, 
eighty-odd  per  cent  of  what  is  cultivated  is  cultivated  by  these  same 
fanners  who  are  producing  surpluses  and  .selling  to  the  highest  bidder. 
As  they  are  driven  away  from  the  staple  crojis  which  jiroduce  export- 
able surplusi's  tlmy  move  into  other  fields  of  production — dairying, 
poultry,  and  so  forth,  and  pull  them  down  io  the  level  of  the  staple 
crops. 

What  are  we  going  to  do  about  it?  Are  w'e  going  to  continue  the 
mental  suggestion  remedy,  the  foolish  remedy,  “everything  is  going 
to  be  all  right  around  the  corner.’’  We  have  wasted'  some  precious 
yciU's  trifling  with  that  remedy,  much  to  the  discredit  of  our  states- 
manship and  to  the  common  sense  of  the  people. 

This  trouble  is  not  mental.  It  never  was  mental.  It  is  substantial. 
It  is  basic. 

Are  we  to  find  the  remedy  in  loaning  mone}^  from  the  Federal 
Treasury  to  those  who  can  not  pay  their  present  indebtedness? 

Railroads  are  in  bad  condition,  not  for  equipment,  not  for  men  to 
operate  them.  They  do  not  need  to  buy  things.  They  need  revenue. 
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Can  this  condition  be  remedied  bv  a loan  from  the  Federal  Govern- 

g 

ment?  It  may  keep  them  out  of  the  hands  of  a receiver  for  a while 
and  leave  the  Federal  Government  with  some  bad  debts  w’hich  the 
taxpayers  will  have  to  take  care  of.  What  they  need  is  commodities 
and  people  moving  on  the  trains.  Thej'  have  got  to  have  some  reve- 
nue and  nobody  ever  derived  anv  revenue  from  what  he  owes.  The 
same  thing  is  true  of  banks.  The  thawing  out  has  got  to  begin  at 
the  far  end,  at  the  bottom  with  these  fanners.  It  is  proposed  to 
advance  $2,000,000,000  for  public  works  to  build  roads,  and  so  forth. 
It  looks  as  if  w'e  are  going  to  be  compelled  to  do  it.  But  what  roads? 
Who  is  going  to  use  them?  Who  is  going  to  pay  for  them?  The 
people,  of  course.  But  are  these  troubles  of  ours  due  to  lack  of  roads? 
Are  they  revenue  producers  in  the  primary  sense?  Who  is  going  to 
pay  for  them,  and  wdio  is  going  to  keep  them  up?  The  people.  How? 
By  taxation.  Where  wdll  it  get  us?  Maylie  past  the  dole  this  winter, 
and  save  people  from  starving.  But  where  will  this  road  program 
lead  us  to?  I mean  will  it  lead  us  aw'av  from  where  we  are  now, 
or  w ill  it  lead  us  in  a circle? 

We  will  come  back  to  where  we  are,  and  we  will  be  $2,000,000,000 
nearer  exhaustion  than  we  were  before  if  we  do  not  get  things  circu- 
lating from  these  fanners  up. 

I do  not  want  to  be  misunderstood.  As  w'e  are  going  now  millions 
of  destitute  people  will  have  to  be  fed  tliis  winter,  and  anything  is 
better  than  a dole.  The  point  I make  is  that  it  is  a makeshift.  It 
does  not  touch  the  basic  trouble. 

But  there  is  a limit  to  the  ability  of  the  Federal  Treasury  to  respond 
with  hundreds  of  millions  and  billions  of  dollars.  Most  of  the  other 
reservoirs  of  credit  are  already  dried  up  and  the  water  level  of  the 
Federal  reservoir  is  going  down  mighty  fast.  Its  sources  of  supply 
are  drying  up.  If  these  sources  of  Federal  financial  resources  dry  up, 
become  paralyzed,  that  paralysis  must  soon  reach  back  to  the  Federal 
Government.  In  fact  it  is  reaching  to  it  now.  The  fact  remains 
that  we  are  getting  nowhere  with  tliis  program  except  postponing 
the  inevitable  consequences  under  that  program,  and  adding  with 
each  passing  day  to  the  probable  consequences  when  the  limit  shall 
have  been  reached. 

All  right;  wiiat  ought  to  be  done?  In  what  direction  should  we 
move?  What  would  you  do  if  you  were  a tree  doctor  called  to  treat 
a tree  in  bad  condition,  and  should  find  that  an  artificial  arrangement 
had  been  installed  by  wiiich  the  sap  which  nature  allocates  to  the 
^ development  of  its  root  structure  was  being  pumped  away  from  the 

! root  into  the  trunk  of  the  tree,  and  that  now  the  root  could  not 

support  the  tree?  What  would  you  do?  You  would  do  two  things. 
You  would  slow  dowm  the  pump,  not  too  fast  perhaps.  That  miglit 
not  be  safe  for  the  tree.  And  then  you  would  go  to  work  in  earnest 
! to  give  back  to  the  root,  to  the  soil,  that  wiiich  would  be  most  cal- 

culated to  stimulate  its  recoverv  so  that  it  could  do  its  natural  func- 

I ^ 

tion  in  sustaining  the  tree.  You  would  not  increase  the  pressure  of 
the  pump  as  we  did  when  we  raised  the  tariff,  and  try  to  keep  the 
tree  aliye  by  taking  still  more  sap  from  the  roots,  and  refuse  to  give 
it  w ater  and  fertihzation  as  we  did  wiien  we  refused  the  debenture. 
You  wmuld  not  do  the  perfectly  asinine  things  which  have  made  up 
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the  reconstruction  program  of  this  Government  trying  to  meet  the 
present  crisis. 

Suppose  3rou  were  a physician  called  to  see  a patient  whose  hands 
were  becoming  paralyzed  and  you  should  find  that  the  venous  cir- 
culatory system,  artifically  stimulated,  was  taking  more  blood  from 
the  hands  than  the  arterial  system  was  pumping  back.  Would  you 
increase  the  artificial  stimulus  of  the  venous  system,  and  go  away 
and  leave  the  patient,  saying  it  “would  be  all  right  just  around  the 
corner?” 
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WEDNESDAY,  MAY  25,  1932 

House  of  Repkesextati\'es, 

CoMMIlTEE  ON  AGRICULTURE, 

Washington,  D.  C. 

The  committee  met  at  10  o’clock  a.  m.,  Hon.  Marvin  Jones  (chair- 
man) presiding.  ai-  t 

The  Chairman.  We  have  met  this  morning  to  hear  Mr.  M.  T. 

Wilson,  who  has  for  some  years  been  working  on  a plan  which  he 
thinks  will  be  practical  in  connection  with  farm  commodities. 

AVe  shall  be  glad  to  hear  you,  Mr.  Mhlson.  Please  give  your  name 
and  the  position  you  occupy  for  the  record. 

STATEMENT  OF  M.  I.  WILSON,  HEAD  OF  THE  DEPARTMENT  OF 

AGRICULTURAL  ECONOMICS,  MONTANA  STATE  COLLEGE  OF 

AGRICULTURE  AND  AGRICULTURAL  EXPERIMENT  STATION, 

BOZEMAN,  MONT. 

Mr.  Wilson.  M.  L.  Wilson,  head  of  the  department  of  agricultural 
economics,  Montana  State  College  of  Agriculture,  Bozeman,  Mont. 

Mr.  Chairman,  if  you  will  permit  me  for  a moment,  I would  like 
to  make  a statement  with  reference  to  what  might  be  called  the  basic 
philosophy  of  this  plan  which  has  been  called  by  different  names, 
domestic  allotment,  or  tariff  benefit  allotment.  It  combines  two 
features,  one  increasing  the  farmers’  income  on  tho.se  commodities 
which  are  exported,  and  the  other  is  the  better  adjustment  of  the 
production  of  those  commodities  to  the  market  or,  as  1 will  explain 
in  a moment,  preventing  of  the  elevation  of  the  price  for  the  domes- 
tically consumed  portion  from  increasing  production. 

Since  1924  we  have  had,  I think,  about  all  the  possible  kinds  of 
suggestions  for  farm  relief  that  could  be  made.  In  the  plan  that 
I am  going  to  outline  there  is  nothing  particularly  new.  It  is  a 
recombination  of  a lot  of  different  ideas  that  liave  been  talked  about 
here,  there,  and  the  other  place. 

These  farm-relief  plans  fall  into  three  or  four  different  groups. 
One  group  attempts  elevating  the  price  so  as  to  get  the  tariff  benefit; 
another  group  of  plans  proposes  price-fixing;  still  another  group 
proposes  withholding  from  the  market;  and  still  another  group 
adjusting  or  in  some  wise  stabilizing  production. 

It  is  our  judgment  that  any  plan  must  include  an  increased  in- 
come to  the  farmer,  plus  this  adjustment  idea,  but  if  I were  to  make 
a guess  or  forecast  on  the  central  idea  of  farm  relief  to  be  discussed 
from  now  on,  it  will  be  centered  largely  on  this  matter  of  somehow 
better  adjusting  production  to  consumption. 
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I have  the  feeling  that  we  may  be  just  at  the  beginning  of  the  real 
i.gricultural  depression;  or  we  are  not  there  yet. 

I have  been  struck  by  the  statement  made  by  Sir  xVrthur  Salter 
n his  recent  book,  in  which  he  said  that  he  expected  that  there  might 
1 )e  soon  a business  recovery,  but  the  world-wide  agriculture  depression 
vas  something  very  deep  seated,  and  business  recovery  might  not  be 
directlv  related  to  it. 

Since  the  Civil  War  we  have  set  up  oui-  agricultural  plant  to 
( xport  a great  portion  of  certain  commodities  to  Europe.  Following 
1 he  war  has  come  the  great  increase  in  nationalism  and  tariff  barriers, 
1 he  effect  of  war  itself,  as  well  as  all  these  kinds  of  attendant  things 
iire  tending  to  develop  isolation  and  self-sufficing  policies  in  the 
European  nations,  thus  tending  to  retard  our  agricultui’al  exports. 

If  we  have  to  go  to  a domestic  basis,  it  has  been  estimated  by 
, lenry  A.  Wallace,  of  Des  Moines,  Iowa,  that  it  would  mean  a great 
difliodty  for  the  wliole  of  agriculture,  because  we  use  now  about 
' 0,0(H),0()0  acres  in  producing  our  agricultui  al  exports.  There  are 
! bout  .5,()00,000  people  living  on  the.se  40.000, 000  acre.s  which  ])i'oduce 
these  eoinnuidities  which  go  into  export,  such  readjustment  will  meet 
great  resistance.  I’hat  makes  a very  deep-seated  problem. 

Mr.  PuRXELL.  Do  you  mean  5,000,600  people  or  5,000,000  families? 

Mr.  Ketcham.  Five  million  families. 

Mr.  W ILSOX.  Xo. 

The  Chairman.  Tliere  are  six  and  a half  million  farmers. 

Mr.  Wilson.  Xo.  5,000,000  peojile  living  on  the  land  who  are  pro- 
( ucing  the  commodities  which  are  exported.  That  is  according  to 
Mr.  Wallace. 

Mr.  Ketcham.  I did  not  hear  you  u.^^e  the  word  “ export.” 

Mr.  Purnell.  I did  not  either,  and  that  is  the  reason  I asked  you 
< he  question  I did. 

Mr.  WiL.soN.  That  injects  a different  feature  and  a very  serious 
'eature  that  we  did  not  have  a few  years  ago,  and  it  is  for  tliis  rea.son, 
Ibis  growth  of  nationalism,  and  this  kind  of  thing  I am  talking 
: l)out,  in  Eurojie,  we  have  as  a part  of  the  world's  economic  isolation 
jtolicies,  and  so  on,  the  problem  of  developing  farm-relief  plans  that 
Itave  to  do  with  the  adjustment  of  production,  that  is  what  we  will 
he  talking  about  this  morning. 

For  in.stance,  the  new  British  farm  relief  bill,  if  you  call  it  that, 
Iheir  agricultural  marketing  act,  provides  for  increasing  the  income 
} nd  adjusting  the  base  of  production.  You  will  see  some  .similarity 
in  economic  principle  at  least,  between  that  j)lan  and  domestic  allot- 
1 lent  plans. 


I noticed  the  other  day  a statement  to  the  effect  that  in  north 
(Germany,  in  the  sugar-beet  di.stricts,  as  a part  of  this  world-wide 
( 'hadbourne  sugar  plan,  the  sugar-beet  producei’s  and  the  sugai'- 
heet  factories  have  gone  onto  an  allotment  scheme,  allotting  the 
]ii'oduction  of  each  individual  .sugar-beet  jiroducer,  reducing  it  20 
]»er  cent,  the  hope  being  that  in  causing  that  reduction  they  get 
<'iito  a new  economic  balance  quicker  and  easier  than  otherwise. 

Along  the  same  line  the  cartel  idea  has  grown  in  Europe;  they  are 
< little  similar  to  the  plans  we  are  talking  about.  We  are  not  only 
i uterested  in  increasing  th&  income  but  are  trying  something  which 
u’ill  lead  in  the  direction  of  the  better  adjustment  of  production  to 
tlie  market,  and  the  better  adjustment  throughout  the  whole  of  the 
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agricultural  plant;  this  plant  applies  to  agriculture  fundamental 
ideas  of  adjusting  production  to  consumption,  as  exeniplified  in 
industry  by  the  Swope  plan  and  the  plan  of  the  United  States 
Chamber  of  Commerce  for  stabilization  and  continuity  of  business. 

Any  plan  to  meet  this  analysis  of  the  situation  must  have  certain 
economic  elements  in  it,  and  'if  it  does  not  have  these  economic  ele- 
ments I am  very  .skejitical  about  its  success. 

In  the  first  place,  it  must  increase  the  income  to  the  farmers  on 
the  exportable  commodities,  and  it  must  absolutely  prevent  the  ele- 
vation of  prices  from  a development  of  acreage  or  increasing 
production. 

In  the  second  place,  it  must  not  bring  about  a condition  which 
European  countries  could  interpret  as  dumping.  It  must  not  affect 
the  price  that  is  paid  in  the  dome.stic  and  the  export  market,  so  it 
could  be  con.strued  as  dumping.  We  must  do  everything  we  can  to 
have  the  world  absorb  this  export  surplus. 

Then  it  must  not  require  any  appropriation,  and.  a.s  a very  funda- 
mental thing,  it  must  be  decentralized  in  its  administration.  It 
must  not  be  based  on  bureaucracy  in  Washington : it  must  be  de- 
centralized out  with  the  local  people. 

In  addition,  it  must  he  voluntary  and  not  compulsory.  We  can 
not  get  very  far  by  telling  people  "that  they  have  to  do  things.  It 
must  add  something  to  the  credit  structure  in  agriculture,  because 
it  has  broken  terrifically. 

If  we  have  a continuation  of  low  prices  then  we  have  just  begun 
governmental  financing  of  agriculture,  and  it  must  by  all  means 
open  the  way  and  lead  in  the  direction  of  production  adjustments 
especially  if  the  world  is  going  on  a national  self-sufficing  basis. 
That  means  a tremendous  readjustment  of  American  agricidture, 
and  it  mu.st  work  in  the  direction  of  helping  the.se  adjustments 
rather  than  making  them  wor.se. 

In  addition,  it  must  work  towards  some  new  kind  of  economic 
balance. 

In  developing  this  plan,  the  economists  who  have  been  working 
on  it  have  tried  to  make  it  meet  these  requirements. 

The  fir.st  fundamental  principles  were  first  suggested  by  the  late 
I)i'.  W.  J.  Spillman,  who  was  connected  with  the  Bureau  of  Agri- 
cultural Economics:  later  it  was  developed  by  Doctor  Black,  of  the 
agricultural  economics  dejiartinent  at  Harvard  Univei’sity,  and  by 
a number  of  agricultural  economists  here  and  there  throughout  the 
country. 

For  two  years  I was  in  charge  of  the  division  of  farm  management 
and  costs  in  the  Bureau  of  Agricultural  Economics : that  was  when 
Doctor  Spillman  was  living.  I worked  with  him  and  I have  been 
interested  in  it  ever  since. 

For  two  years  the  Montana  State  Farm  Bureau  have  ])assed 
resolutions  recommending  this  plan,  and  they  have  asked  the  agri- 
cultural economics  department  of  the  college  to  work  wdth  them  in 
trying  to  work  out  its  economic  features. 

Xow,  as  to  this  plan.  It  is  relatively  simple;  all  it  amounts  to 
is,  first,  increa.sing  the  income  of  farmers  by  making  the  tariff 
effective  on  that  portion  of  the  product  which  is  domestically  con- 
sumed, and  this  is  done  in  a way  which  will  not  disrupt  or  increase 
production. 
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Under  tliis  plan  the  tariif  benefit,  which  I will  call  the  tariff 
adjustment  charge,  is  collected  as  a tax  at  the  point  of  processing, 
or  at  some  point  where  it  can  be  most  easily  collected  by  the  ad- 
ministrative agency  and  is  paid  on  the  domestically  consumed  pro- 
portion of  crops.  It  might  be  made  applicable  to  export  commodities, 
such  as  wheat,  cotton,  tobacco,  hogs,  and  rice. 

Let  us  take  wheat  as  au  illustration.  Supj)ose,  at  the  point  of  pro- 
cessing, or  at  the  mill,  we  collect  this  tarifl  adjustment  charge.  It 
might  be  in  the  nature  of  a stamp  tax,  or  something  of  that  kind, 
and  be  collected  b}’  the  Internal  Revenue  Bureau  of  the  Government. 

Now,  our  problem  is  to  equitably  allocate  this  fund  that  has  been 
so  collected,  and  by  the  means  which  I will  describe  in  a moment, 
ascertain  the  portion  of  production  of  eacli  producer,  his  relative 
proportion,  which  is  domestically  consumed. 

We  would  say  to  the  farmer  we  will  give  you  this  price  elevation ; 
and  if  you  want  to  think  in  McXary-Haugen  terms  you  might 
think  of  this  as  an  e(}ualization  fee.  But  I will  explain  in  a mo- 
ment that  it  is  different. 

We  could  say,  we  will  give  you  this  tariff  benefit  if  you  will  sign 
a contract  not  to  increase  your  acreage,  not  to  increase  your  pro- 
duction, or,  the  administrative  agency  might  ask  the  farmer  to  re- 
duce his  production,  but  not  more  than  10  ]»er  cent  in  any  one  year. 
From  that  angle,  fundamentally,  it  is  very  simple.  There  is  a tariff 
adjustment  fee  to  be  collected  at  the  point  of  processing,  with  which 
vou  are  all  familiar. 

V 

There  is  the  necessary  ascertainment  of  the  relative  propoi-tion  or 
relative  ratio  of  each  man’s  crop  which  is  domestically  consumed, 
and  the  understanding  with  each  producer,  to  give  him  the  benefit  of 
the  tariff  benefit  if  he  will  sign  a quid  pro  quo  contract  not  to  increase 
his  production,  or  he  may  be  asked  to  decrease  it,  not  more  than  10 
per  cent  in  anv  one  year. 

It  would  be  a voluntary  kind  of  contract.  We  should  not  say  to 
any  farmer,  “ you  have  to  do  this.”  Instead  we  could  say,  if  you 
want  to  benefit  from  his  price  elevation  you  must  sign  this  con- 
tract. But  if  you  want  to  raise  just  as  much  as  3U)U  please,  regard- 
less of  production  adjustment,  go  ahead  and  do  it,  but  of  coui*se  you 
do  not  get  any  of  this  tariff  benefit  or  increase  in  income. 

A ([uestion  that  a good  many  people  raise  at  this  point  is:  How 
would  vou  make  these  farm  allotments? 

When  I began  studying  this  plan  when  it  was  first  published  in 
Doctor  Black's  book  in  19:29,  that  thought  was  uppermost  in  my 
mind.  I said,  that  is  a good  plan.  And  I might  add,  paren- 
thetically, this  plan  has  been  changed  quite  a little  in  the  last  60 
days  from  the  statement  made  in  Dr.  Black’s  book  Agricultural 
Reform  in  the  U.  S.  The  contract  feature  and  cpiite  a number  of 
other  things  have  been  added. 

That  thought  was  in  the  back  of  my  head,  “How  will  you  make 
these  allotments?” 

I have  come  to  the  conclusion  that  it  can  be  done  without  a great 
difficulty,  and  that  in  any  plan  now  to  help  agriculture,  unless  you 
make  it  go  down  to  the  grass  roots  on  every  farm  and  make  every 
farmer  understand  it,  it  will  not  work.  The  important  thing,  from 
the  economist’s  point  of  view,  is  this  particular  aspect,  and  the 
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great  asset  about  this  proposal,  and  I am  inclined  to  think  its  great- 
est strength,  is  the  contract  feature  of  production  adjustment. 

From  an  economist’s  point  of  view  I would  not  be  interested  in 
just  elevating  the  price,  if  we  could  not  do  something  about  pro- 
duction adjustment  and  control. 

All  farm-relief  plans  over  the  world  that  have  been  based 
wholly  on  increasing  or  elevating  prices  have  failed.  The  one  thing 
we  have  learned  from  all  of  them  in  the  last  five  years  is  that  they 
have  not  gone  down  to  the  grass  roots  in  production,  and  for  that 
reason  thev  have  not  worked. 

How  would  you  make  these  allotments?  The  procedure  would  be 
something  like  this : 

In  the  first  place,  it  is  necessary  that  all  farmers  understand  this 
— every  one  of  them.  The  last  census  shows  that  theie  are 
about  1,300,000  farmers  raising  wheat.  I prefer  to  talk  about  wheat, 
using  it  as  an  example,  liecause  I come  from  the  wheat  country  and 


know  wheat.  , q 

How  would  you  make  these  allotments  to  1,300,000  wheat  farmers . 

First,  the  farmers  must  understand  this  or  any  plan.  They  have 
to  understand  any  plan  that  works  for  them.  Thoroughly  under- 
stand it. 

And  they  not  only  must  understand  it,  but  must  feel  that,  to  use 
the  language  of  the  street,  they  have  been  sold  on  it;  that  it  has  not 
been  something  inished  on  them  by  the  Congress  or  by  the  Govern- 
ment. the  Government  saying,  here  it  is.  take  it.  Rather,  they  are 
entitled  to  feel  that  they  have  been  consulted. 

It  must  be  voluntary^  because  Avith  this  Avhole  set-up  Ave  are  trying 

to  keep  aAvav  from  any  compulsory  idea.  ■ , • 

We  are  ahvays  giving  the  farmer  an  opportunity  to  exercise  his 

individual  liberty— to  do  just  as  he  pleases. 

According  to  this  plan.  Ave  should  begin  Avith  a vote  to  be  taken 
by  the  producers  of  the  commodity,  and  the  plan  proposes  that 
the  administrative  ageivy  establish  'a  cooperative  relation  Avith  the 
colle'i'es  of  agriculture  and  the  extension  serA’ice  to  carry  on  the 
necessary  education.  If  the  Congress  should  pass  such  a plan  Ave 
Avould  first  have  a demand,  say.  from  the  Avluuit  farmers,  reiiuest- 
ino"  the  administratiAT  agency  to  put  the  plan  into  operation. 

The  administrative  agency  Avould  put  this  plan  into  operation 
AA’hen  60  per  cent  of  the  AA'heat  acres  or  the  AA’heat  producers  expiessed 

a desire  to  haA^e  it  made  effective.  , 

That  Avould  mean  setting  up  machinery  to  have  a producers  ret- 

erendum  vote  as  to  Avhether  or  not  they  Avanted  it.  This  Avould 
cause  a AAdieat  jirodiicers’  meeting  in  eAcry  Avheat-raising  toAAnship 
in  the  United  States.  That  Avould  be  '‘some  meeting.”  All  the 
wheat  farmers  would  be  there.  The  county  agents  Avoiild  have  a 
A’-^ry  busy  time,  because  one  meeting  AA’oiild  not  do  the  job.  A num- 
ber of  meetings  in  each  conimunity  AA’ould  be  reqiiiied  be  foie  the 

vote  Avas  taken.  . » , 

These  meetings  Avould  carry  on  a tremendous  campaign  ot  educa- 
tion, educating  the  Avheat  producers  as  to  the  plan.  Hoav  it  puts  it  up 
to  the  farmers  to  determine  if  they  want  it;  hoAv  if  all  Avill  be  honest, 
it  Avill  work,  but  if  everybody  is  dishonest  it  Avill  not  Avork.  1 
think  thev'  AA'ill  be  honest  about  its  operation. 
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'I'he  voting,  according  to  the  plan  as  now  outlined,  each  jiro- 
dueer  would  have  an  opportunity  of  expressing  himself  as  to  whether 
or  not  he  wanted  it  to  apply  to  the  commodity,  we  will  say  wheat, 
and  whether  or  not  he  would  be  willing  t(<  sign  this  contract,  and 
what  percentage  of  acreage  reduction,  if  we  are  going  to  reduce 
acreage;  how  much  does  he  think  the  reduction  should  be. 

Let  us  assume  as  a result  of  these  nation-wide  series  of  meetings 
attemletl  by  these  1,300,000  wheat  farmers,  that  it  carries  by  (30  per 
cent.  The  administrative  agency  then  would  probably  put  the  plan 
into  operation  and  be  ready  to  arrange  the  allotments. 

In  such  case  it  would  operate  as  follow’s.  First,  a State  allotment 
commission  would  be  set  up,  then  county  allotment  commissions  be- 
cause the  administration  is  all  going  doivn  to  each  county.  When 
we  get  through,  the  fellow^  who  does  not  like  his  allotment  can  not 
kick  Washington ; he  must  kick  the  county  commis.sion  or  the  rest 
of  the  farmers  in  his  county. 

4> 

A State  commi.ssion  would  be  set  up. 


My  suggestion  w’ould  be  that  there  should  be  seven  members  on 
the  State  commission,  the  State  commissioner  of  agriculture,  the 
dean  of  the  college  of  agriculture  or  his  representative,  one  man 
representing  the  consumers,  one  man  representing  the  business  in- 
tere.sts,  and  three  farmers  producing  the  cominoility,  all  appointed 
by  the  governor. 

In  each  county  there  should  be  5 men  on  the  county  allotment 
committee,  1 appointed  by  the  county  government,  1 representing 
the  business  interests,  and  3 farmers. 

Let  us  take  the  allotment  of  wheat  as  an  example.  In  my  State 
of  Montana  let  us  say  the  average  production  of  wheat  for  the  la.st 
live  years,  or  for  a base  period,  has  been  60,000,000  bushels.  That 
has  been  determined  by  the  admini.strative  agency  in  Wa.shington. 
and  the  national  administrative  agency  has  notified  the  State  allot 
ment  board  in  Montana  that  you  have  6().0(K»,000  bushels  of  wheat  to 
allot  and  you  are  instructed  to  allot  equitably  to  all  the  producers  of 
wheat  in  your  State,  who  sign  contracts  and  come  under  the  plan, 
the  portion  which  is  domestically  consumed. 

The  national  agency  would  then  be  through,  except  for  hear- 
ing ap])eals  as  to  the  State  allotment,  or  whether  the  amount  al- 
lotted for  Montana,  sajq  should  be  (35,000,000  bushels  instead  of 
()0,000,000  bushels,  and  so  forth. 

In  bringing  the  allotment  down,  the  county  committee — let  me 
illustrate — I live  in  the  county  of  (jallatin,  and  crop  statistics  indi- 
cate that  the  production  there  has  been  3,000,000  bushels  for  the  past 
live  years.  The  State  committee  says  to  the  Gallatin  County  com- 
mittee, “ You  have  3,000,000  bushels  to  equitably  allot  to  the  jiro- 
ducers  in  your  county.”  We  have  very  good  statistics  on  all  these 
commodities  and  we  can  get  production  and  yield  data  down  to 
the  county  very  simply  and  very  easily. 

How  can  we  make  those  allotments  in  the  county^  It  has  been 
suggested  that  the  vote,  to  begin  with,  be  an  open  ballot — that  is, 
that  each  man  who  voted  would  register  his  name,  the  legal  descrip- 
tion of  the  land  he  has  been  farming  or  the  farm,  the  number  of 
acres  he  has  been  raising,  and  the  number  of  bushels.  That  should 
be  printed  in  the  local  county  paper;  everybody  knows  then  about 
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the  way  everybody  has  rci)orted  their  acreage  and  yield,  lhat  has 

a Ix'aring  on  the  next  ste}).  , • t • i i i i 

When  it  comes  to  making  tliese  allotments,  each  indivulual  wouhl 

apply  to  the  county  committee,  making  his  statement  as  to  the  acres 

he  has  been  raising  and  the  i)ioduction.  , • i t i i i 

We  have  had  an  experience  in  my  own  State  which  1 think  lias  a 

bearing  on  the  making  of  this  allotment  and  the  way  the  farmers 
would  react  to  it;  it  is  called  honor  system  of  farm  assessments. 

Some  of  our  fanners  comiilained  about  the  costs  of  deputy  asses- 
sors. They  said,  “Let  us  Mil  out  the  assessment  blanks  and  save 
that  expense.’"  I understand  this  system  has  been  used  in  some  of  the 
other  States. 

The  county  as.ses.sor  mails  out  the  blanks,  and  each  tanner  lists 
his  chattel  property,  his  horses,  cattle,  hogs,  and  so  forth,  llieii 
each  individual  return  is  printed  in  the  county  paper. 

Any  farmer  can  complain  about  his  neighbor's  returns  to  the 

assessor  in  an  informal  way. 

I can  make  an  assessment  statement  to  the  enect  that  l^ha\e 
20  head  of  cattle,  but  if  I am  dishonest  I will  be  reported.  There 
is  usually  some  neighbor  that  will  go  to  the  assessor  and  say,  " That 
man  Wilson  only  listed  20  head  of  cattle.  If  he  dot's  not  have  40,  I 
will  eat  my  shirt.” 

The  assessor  writes  this  man  Wilson  and  says.  “ It  has  been  sug- 
gested to  us  you  did  not  quite  understand  the  system  of  assessment, 
and  maybe  you  did  not  get  your  ijroperty  listed  correctly.  If  you 
will  come  in  to  the  office  we  will  help  you  fix  it  up.  but  if  we  have 
to  go  out  and  see  you  and  go  to  the  expense  of  verifying  it.  then  that 
exjjense  will  be  added  to  your  tax.” 

That  system  has  worked  very  well,  and  for  some  reason  the  coun- 
ties that  "have  it  have  more  chattel  iiroperty  listed  per  farmer  than 
those  who  do  not  have  it. 

In  this  campaign  of  education  we  would  bring  out  the.  point  that 
in  making  the  allotments  there  is  not  any  Avay  for  one  county  to 
cheat  another,  if  the  statistics  are  accurate.  But  within  a county  if 
one  farmer  fudges,  he  hurts  the  other  farmers  in  his  county,  and  not 


those  in  the  next  county. 

If  those  allotment  applications  were  printed  in  the  county  paper, 
that  gives  everybody  an  opportunity  of  rejiorting  to  the  allotment 
board,  and  everybody  knows  when  his  allotment  requests  are 
made.  If  made  public,  it  is  my  judgment  that  the  allotments  will 
be  reasonably  accurate. 

How  could  individual  farm  allotments  be  checked?  Well,  they 
could  be  checked  by  the  sales  records;  in  the  case  of  wheat  it  would  b<‘ 
the  records  of  the  local  elevator  thresher  reports. 

The  Chairman.  Mr.  Wilson,  I believe  it  will  not  be  necessary  for 
vou  to  spend  so  much  time  on  the  details  as  to  how  this  would  be 
wmrked  out.  In  view’  of  the  limited  time,  I think  you  have  gone  suffi- 
ciently into  the  details. 

If  you  have  any  other  general  matter  to  present  we  will  be 
very  glad  to  have  you  do  that.  I am  sure  the  members  would  like 
to  ask  you  some  questions  before  you  get  through. 

Mr.  Hope  had  a question  he  wanted  to  ask  you. 

Mr.  Hope.  I want  you  to  explain  in  a little  more  detail  the  excise 
tax  you  are  going  to  collect  from  the  processor. 
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The  Chairman.  If  j'ou  will  go  into  that,  Mr.  Wilson,  I think  it 
will  be  more  enlightening,  because  we  can  not  go  into  all  the  details. 
That  is  what  the  other  members  want  to  know. 

Mr.  Wilson.  That  would  be,  Mr.  Hope,  the  amount  of  the  tariff, 
ind  in  the  case  of  wheat  it  would  be  42  cents.  The  miller  would  pay 
12  cents  for  each  bushel  of  wheat  milled,  and  it  would  be  added  to 
the  cost  of  the  flour.  The  tax,  or  tariff  adjustment  charge,  on  other 
commodities  must  be  5 cents  on  cotton,  5 cents  on  tobacco,  3 cents  on 
logs,  and  half  a cent  on  rice. 

Sir.  Hope.  Will  you  tell  us  how  you  are  going  to  get  the  fund 
raised,  by  an  excise  tax  on  the  processor,  back  into  the  hands  of  the 
producer? 

^Ir.  (tlovki!.  How  would  you  do  it,  and  who  would  do  it? 

Mr.  Wilson.  The  processor  would  be  the  miller,  who  ground  the 
wheat  into  Hour,  the  man  who  spun  tlie  cotton  into  cloth,  the  man 
who  made  the  tobacco  jiroduct.  It  would  be  collected  by  the  In- 
ternal Revenue  Bureau  approximately  at  the  time  it  was  processed, 
)r.  as  the  administrative  agency  would  work  that  out. 

Mr.  Pi'KNEi.i,.  How  do  you  get  it  back  to  the  man;  who  is  going 
to  look  after  that  ? 

Mr.  Wii  SON.  When  these  allotments  have  been  made  each  man 
lias  his  ]U’o  ratio  share,  does  he  not  ? Let  us  say,  for  the  sake  of 
the  illustration,  three-(iuarters  of  the  wheat  is  domestically  con- 
'Umed,  that  calculation  is  only  easy  arithmetic.  The  farmer  would 
be  given  a contract  which  he  had  signed,  in  which  he  agrees  not  to 
increase  his  acreage;  in  wliich  he  agreed — we  will  say  he  had  been 
raising  oO  acres  of  wheat  that  had  yielded  a thousand  bushels,  then 
liis  ])ro  ratio  share  would  be  750  bushels. 

The  farmer  is  given  this  contract,  upon  which  the  administrative 
agency  will  pay  him  42  cents,  less  the  cost  of  administration  during 
the  next  12  montlis  in  the  domestic  consumed  portion. 

Mr.  I’l'RNEi.L.  On  750  bushels? 

Mr.  Wilson.  Yes:  that  is  your  pro  rata  share  of  what  you  have 
been  raising  in  the  past  five  years,  which  has  been  domestically 
consumed. 

Mr.  PiuiNEi.L.  What  is  the  method  of  getting  it  back? 

Ml-.  Wii.soN.  The  rei’enue  dejiartment  would  collect  it  and  it  would 
go  to  a fund  lield  by  the  administrative  agency,  and  the  adminis- 
trative agency 

Mr.  (h.-ARKE  (interposing).  To  tlie  county  as  a unit? 

Mr.  Wilson.  Well,  there  is  a legal  question  of  detail  tliere.  It 
might  be  jiaid — it  has  been  suggested  tliat  it  be  ]>aid — to  somebody 
in  the  county  wlio  would  disburse  it  on  the  basis  of  the  contracts. 
I tliink  it  would  be  more  than  likelv 

Mr.  A NDRESEN  (inter])Osing).  In  the  event  of  drought,  or  some- 
thing like  that,  would  it  not  represent  less  than  700  bushels? 

Mr.  Wii.sox.  No;  it  then  becomes  crop  insurance.  That  was  his 
share  of  the  national  crop;  he  did  liis  part;  nature  took  it  from  him. 
We  have  suggested  that  if  he  gets  the  tariff  adjustment  fee,  that 
really  becomes  crop  insurance,  and  thus  he  does  not  need  a seed 
loan  next  year. 

Mr.  Andresen.  If  the  miller  pays  42  cents  a bushel  on  that  wheat, 
how  will  he  take  care  of  his  export  sales? 
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Mr.  Wilson.  He  ivould  get  a drawback.  I think  any  manufac- 
turer could  have  that  drawback,  and  the  countervailing  duties. 

Mr.  Andresen.  That  would  come  out  of  this  excise  fund? 

Mr.  Wilson.  That  would  be  a refund,  about  5,000,000  bushels  ot 

wheat  are  annually  consumed  domestically. 

The  Chairman.  The  processoi-s  are  suffering  irom  the  depression 
like  a great  many  other  people,  and  it  would  be  rather  hard  for  tnmn 
to  produce  such  a large  amount  at  the  time  of  processing,  would  it 
not?  It  would  take  a good  deal  of  financing  to  enable  the  processor 


to  pay  it.  . , X-  .1 

The  reason  I bring  this  up  is  to  suggest  in  that  connection  tliat  it 

might  be  possible  to  have  the  processor  pay  when  he  sells. 

Mr.  Wilson.  I think  that  ivould  be  all  right.  I see  no  objection 


to  it. 

The  Chairman.  If  you  do  not  do  that,  a great  many  processors 

would  have  to  close  down. 

Mr.  Wilson.  I see  no  objection  to  it. 

The  Chairman.  Some  of  them  have  difficulty  in  financing  them- 
selves now.  , . , l x xi  X 

Mr.  Purnell.  As  has  been  suggested,  if  he  sold  on  credit,  that 

might  further  complicate  it.  . . . , , 

But  at  least  it  seems  to  me.  as  a practical  proposition,  it  Avould 
have  to  be  placed  at  the  point  of  sale  rather  than  at  the  time  of 


processing. 

In  that  connection,  as  to  the  processing,  ot  course,  the  proce.ssor 
is  not  going  to  stand  it ; it  is  going  to  be  passed  on  to  the  consumer, 

or  the  producer  will  be  penalized. 

Can  not  a plan  be  worked  out  which  will  absolutely  guarantee 
that  that  is  to  be  passed  on  to  the  consumer,  and  not  reflected  back 

in  the  price  paid  to  the  producer? 

Mr.  Wilson.  The  price  structure  under  this  system  is  the  world  s 
price  level.  We  have  not  tampered  any  with  the  price.  We  are  as- 
suming that  it  is  the  world  price  level  which  makes  the  domestic 


price. 

Mr.  Purnell.  But  the  processor  might  say,  I would  like  to  give 
you  more  for  this  wheat,  or  for  your  hogs,  but  you  understand  I 
nave  to  pay  a certain  amount  liere,  and  therefore  I can  not  give  you 
that  much.'  But  might  he  not  pass  a little  of  that  on  to  the  consumer 

too  ? 1 , T 1 

Mr.  AVilson.  Since  it  is  the  world  jirice,  the  tendency  Avould  be 
for  him  to  say,  all  right,  we  will  export  it.  I think  in  the  case 
of  most  of  th'ese  commodities  it  would  be  passed  on  in  the  retail 


price,  but  not  all  of  them. 

The  original  cost  of  food  articles  and  the  retail  price  does  not 
have  siicli  a great  deal  to  do  with  each  other.  They  are  separate 
and  distinct. 

It  would  be  my  guess  in  the  case  of  tobacco  the  manufacturer 
would  absorb  a great  deal  of  it. 

The  retail  price  of  bread  does  not  fluctuate  with  the  price  of  flour. 
It  would  have  to  come  out  of  either  one  of  those  sources,  either  out 
of  the  retail  price  or  out  of  the  processor. 

Mr.  Larsen.  In  regard  to  tobacco,  I noticed  not  long  ago  down 
at  Richmond,  A"a.,  at  Petersburg,  at  Danville,  Ya.,  and  other  points, 
where  large  tobacco  warehouses  are  located,  bill  boards  on  ware- 
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liouses  saying  in  one  instance,  in  this  building  is  43,000,000  pounds 
of  Lucky  Strike  tobacco,  and  in  another  it  said  there  were  more  than 
31,000,000  pounds  of  Lucky  Strike  tobacco,  and  so  forth.  I dare  say, 
according  to  those  figures,  there  are  altogether  more  than  100,000,000 
pounds  within  100  to  loO  miles  of  Washington. 

Mr.  Wilson*.  Yes. 

Mr.  I jArsen*.  I am  also  told  that  most  of  this  tobacco  lies  in  storage 
anywhere  from  three  to  five  years  before  it  is  considered  fit  for 


use. 

Now,  what  are  they  going  to  do  with  the  man  who  has  his  allot- 
ment in  such  tobacco?  You  say  you  will  have  him  paid  by  the 
processor  when  the  goods  are  processed.  You  had  just  as  well 
arrange  to  have  it  paid  to  his  administrator,  because  something  will 
happen  to  the  producer  long  before  the  tobacco  is  put  on  the 
market. 

Mr.  AVilson*.  Would  the  suggestion  of  Mr.  -lones  apply  there,  to 
collect  it  as  it  went  into  distribution? 

Mr.  Larsen.  But  the  point  is  that  it  is  not  in  distribution;  it  has 
not  been  [irocessed.  That  is  the  point  I am  making. 

You  will  find  plenty  of  it  around  here,  not  far  from  this  town, 
millions  of  pounds  of  that  tobacco  which  has  not  been  processed. 
It  has  sini])ly  been  put  in  hogsheads  to  dry,  and  Avill  remain  there 
in  the  warehouse,  I am  told,  for  from  thi'ee  to  five  }*eais. 

i\Ir.  I’x'RNELL.  The  producer  has  no  further  interest  in  it. 

Mr.  Lar.sen.  Yes;  he  will  have,  if  you  make  the  allotment  and  he 
is  not  to  be  paid  until  the  tobacco  is  processed. 

]\Ir.  I’x'RNELL.  I am  speaking  about  the  processing,  and  paying 
him  after  it  has  been  sold,  and  following  the  processing. 

Mr.  Hope.  I do  not  understand  that  this  nect'ssarily  means  he  is 
to  be  paid  after  the  particular  pai't  f)f  th(>  tobacco  he  has  raised 
has  been  sold.  If  an  excise  tax  is  ini])osed,  it  would  go  on  the 
tobacco  in  the  warehouse  right  now.  and  a fund  would  be  ci’eated 
to  begin  with,  and  you  cor.ld  pay  it  to  the  man  who  grew  the  to- 
bacco this  year,  even  if  it  was  not  to  be  processed  until  five  years 
from  now,  liecause  as  soon  as  you  create  the  fund  j’ou  have  some- 
thing to  be  applied  in  payment  of  the  amount  each  man  is  to  get. 

Mr.  Larsen.  Yes;  if  you  read  that  into  the  statement. 

But  I am  talking  about  the  practical  application  of  it  under  the 
■statement,  and  the  statement  was  that  when  the  article  had  been 
processed  that  woidd  be  paid,  speaking  of  cotton,  wheat,  tobacco, 
ind  rice.  My  point  was,  if  you  are  going  to  wait,  of  course,  you 
muld  not  take  the  tobacco  that  has  Ix'en  paid  for.  The  present  pro- 
lucer  has  no  interest  in  what  is  in  storage. 

The  (Tiairman.  T will  state  that  according  to  the  rudimentary 
mtline  which  Mr.  AYilson  had  prepared  it  was  intended  that  this 
diould  be  a continuing  fund  paid  into  the  Treasury  and  made  avail- 
ible  for  the  commodity  so  long  as  the  fund  was  adequate  for  that 
[Hirpose  and,  of  course,  it  woxdd  not  be  necessary  to  tag  each  par- 
icular  stock  of  tobacco,  or  each  pound  of  cotton,  or  each  bushel  of 
wheat. 

Mr.  Larsen.  On  that  point,  when  you  get  the  fund,  is  the  fund 
raised  for  tobacco  to  be  made  to  pay  for  the  tobacco  only? 

Ml-.  Clarke.  To  be  confined  to  the  commodity? 

Mr.  AV1L.S0N.  Yes. 
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The  Chairman.  Do  you  regard  this  voting  ])roposition  as  an 
.ssiniial  l>a.t  <>f  vonv  plan  1 foukl.  it  not  be  handle,  .vithont  these 
town  meetings  or  community  meetings  that  might  turn  out  to  be 

Wilson.  I think  it  could  be;  I do  not  believe  it  is  an 
legal  necessity,  but  I think  from  the  standpoint  of  educa  ^ t e 
liniducers  and  building  on  this  psychology,  that  that  xsould  lie 

Ixeliiful.  . a ■ * t- 

The  (hi airman.  The  main  purpose  is  to  create  interest. 

Mr.  AVilson.  And  an  understanding. 

Mr.  Ketcham.  I am  interested  in  the  wheat  problem.  As  i uiuUi- 
stood  you,  you  provide  that  when  this  60  per  cent  of  the  acreage  is 

signed  up—  ~ . 

Mr  AATlson  (interposing).  Or  the  men. 

Mr.  Ketcham.  Let  us  take  [iroduction.  Sixty  per  <>f  a 1^'*^^' 
ent  800,000,000  bushel  production  would  be  480.000,00()  [^oshels. 
That  would  be  .signed  U]).  That  would  mean  there  would  be  3-0,- 
000,000  bushels  that  would  not  be  signed  up.  I want  you  to  con- 
sider the  320.000,000-bushel  fellows.  ■ r ^ 

Here  is  a prospect  that  there  is  going  to  be  a better  P^ce  IcH 

wheat,  witli  no  restrictions  on  it.  Every  fellow  who  had  a ploM 
would  plow  to  his  last  acre,  with  the  result  that  the  \Ahole  piicc 

level  for  the  whole  domestic  crop  will  be  down. 

Is  the  answer  to  that,  that  the  folks  who  have  signed  up  xAould 
.suffer  of  course,  bv  the  amount  of  this  reduction  upon  the 
that  was  below  the ‘42  cents:  or  do  they  have  the  advantage  of  the  4- 
cents  even  at  the  lower  ])rice  by  reason  of  the  tremendous  i eduction  . 

Mr.  AATlson.  That  is  correct. 

:\Ir.  Ketcham.  Oiiglit  you  not  to  have  a larger  percentage  than 
this  60  per  cent  in  order  to  hold  doAvn  as  well  as  you  can  the  tota 

Mr.  AATlson.  Just  a point  there.  Mr.  Ketcham.  AA  h\  did  >ou 
sav  “ there  is  goiim  to  be  an  increase  in  price,  so  evervbody  will  ploj\ 
11]’)  more  land?”  AAliy ? That  increase  only  comes  from  the  people 

who  do  not  sign  the  contracts.  _ . 

Mr  Ketcham.  I understand  that,  but  in  some  way  or  other 

they  get  the  idea  that  the  result  is  going  to  be  an  increased  price. 

Mr.  A\^il.son.  For  the  whole  thing. 

Mr.  Fulaier^^  That  ’ would  be  an  inducement  to  get  the  other 

^^Mr'  Wilson  That  is  just  the  reason  why  I think  those  meetings 
are  necessary,  and  I think  that  would  be  one  of  the  important  points 
h connection  with  the  meetings.  But  I jould  ^^^er  compe  a 
farmer  to  go  in  to  the  plan.  I would  have  those  iieop  e sign  volun- 
tarily, and  there  should  be  somebody  in  each  cxmmuinity  v ho  voiild 
tell  the  farmers  that  they  ought  to  come  into  this  plan,  but  no  c( 

Mr  Ketcham.  You  are  right  about  that. 

Mr'  Gloat;r.  If  I understand  your  plan,  your  idea  is  not  to  com- 
pel aiiybodv  to  enter  into  this  fund,  made  up  from  an  adjustment 
fee  or  an  equalization  fee  collected  from  the  farmeis,  unless 
chooses  to  enter  into  that  kind  of  an  agreement  ? 

Mr.  Wilson.  Yes. 
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Mr.  Gl  ovKK.  In  that,  I am  heartily  in  accord  with  you. 

Now,  as  to  the  adjustment  fee,  why  do  you  make  the  fee  the  same 
as  the  taritf  ^ Take  rice,  for  instance.  M hat  is  rice? 

Mr.  Wilson.  I do  not  know  much  about  rice. 

Mr.  Glovek.  The  tariff  is  one-half  of  1 per  cent.  With  60  pounds 
per  bushel,  the  tax  on  that  rice,  or  the  adju.^tment  fee,  if  it  should  be 
forced  on  him,  would  be  30  cents  All  ri^lit.  You  say  that  would 
be  paid  at  the  time  of  processing. 

When  would  you  say  the  processing  \\ould  come?  They  take 
the  rough  rice,  mill  it,  and  polish  it  and  it  is  ready  for  sale.  Would 
it  be  when  they  are  threshing  it,  or  when  ? 

Mr.  Wilson.  I think  it  would  be  when  they  take  the  rough  rice 
and  make  it  ready  for  sale. 

Mr.  Glover.  He  would  have  to  pay  the  {idjustment  fee  when  that 
was  done  ? 

Mr.  W iLsoN.  Yes. 

Mr.  Glover.  Or  would  the  miller  have  to  pay  it?  If  the  miller 
does  that,  it  is  that  much  paid  out;  and  say  he  has  no  market  for 
it,  if  he  is  going  to  have  to  pa}’  that  adjustment  fee,  then  out  of  what 
is  he  going  to  pay  it  ? 

Mr.  Wilson.  You  know  more  about  rice  than  I do. 

Mr.  Glover.  I do  not  know  how  you  would  work  this  out. 

Mr.  M ILSON.  1 would  say  the  point  in  the  processing  where  it  is 
most  convenient  to  all  concerned;  if  there  are  two  or  three  opera- 
tions, that  point  which  is  the  most  convenient  and  most  expedient 
is  the  place  where  it  should  be  collected. 

Ihere  is  some  place  in  the  process  which  corresponds,  we  will  say. 
to  the  milling  of  flour,  then  the  product  goes  to  the  wholesaler  and 
to  the  retailer,  so  that  it  can  be  added  to  the  retail  price  of  the  rice. 

I thought  you  were  going  to  bring  out  the  question  that  maybe 
the  tariff  on  rice  -was  not  high  enough,  or  in  the  matter  of  cotton, 
that  there  is  not  any  tariff  at  all. 

Mr.  Doxey.  Practically  speaking,  from  the  standpoint  of  cotton, 
we  will  assume  that  this  ineasure  is  a law.  I am  talking  to  you,  Mr. 
\\  ilson,  from  the  standpoint  of  the  man  who  raises  the  cotton. 

My  State,  Mississippi,  for  illustration,  will  produce  2.000,000  bales 
this  year.  My  county  will  produce  30,000  bales.  AlTof  the  State 
set-up  is  in  operation  and  the  county  set-up  is  in  operation.  The 
peoi)le  have  enthusiastically  interested  themselves  in  this  plan,  and 
the  seed  has  been  planted,  and  then  they  have  a drought, 

I am  now  signed  up,  correctly  and  properly,  and  I have  complied 
with  all  the  requirements  of  the  law,  and  in  September,  October,  and 
November  I gather  my  cotton,  and  I raise  100  bales  myself.  I bring 
that  cotton  to  the  market  and  get  5 cents  lor  it,  as  an  illustration; 
5 cents  a pound  on  a 500-pound  bale.  Having  signed  the  contract 
and  complied  with  it,  please  tell  me,  if  I sell  my  cotton  and  get  5 
cents  a pound  for  this  bale  of  cotton,  Avhen  do  I jiarticipate  in  this 

^ P^.ys  if?  and  what  is  the  practical  effect 

of  it? 

Mr.  M ILSON.  When  you  signed  the  contract,  your  contract  read 
that  for  the  base  period,  let  us  say  for  five  years,  you  had  been  raising 
100  bales  of  cotton,  and  that  the  pro  rata  sliare  of  the  cotton  which 
was  domestically  consumed,  let  us  say,  was  40  per  cent  of  the  total 
cotton  crop.  That  would  l>e  40  bales.  Then  it  further  said  that  if 
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you  did  not  increase  your  acres,  you  would  receive  this  tariff  benefit, 
paid  perhaps  in  two  checks,  six  months  apart. 

Mr.  Doxey  (interposing).  Five  cents  per  pound  for  40  bales. 

Mr,  WTlson.  Five  cents.  You  would  receive  two  checks  at  the  rate 

of  5 cents  per  pound  on  the  40  bales. 

Mr.  Doxey.  When  will  I receive  the  first  check?  I sell  it  in  the 

fall.  „ , . . , 

Mr.  Wilson.  It  would  be  assumed,  from  the  administrative  angle, 

that  you  would  receive  those  checks  six  months  apart,  but  your  con- 
tract savs  that  the  administrative  agency  agrees  to  pay  you  this  5 
cents  a pound  on  40  bales. 

This  feature  of  the  contract  is  something  that  is  going  to  be  con- 
verted into  money  during  the  coui-se  of  the  12-month  period.  The 
proposition  is  that  you  can  take  it  to  a bank,  borrow  90  per  cent  of 
its  value.  That  is  where  voii  get  the  production  credit. 

Mr.  Doxey.  I take  this  check  to  the  bank.  I have  sold  my  cotton 
for  5 cents  and  received  the  cash  and  I will  have  additional,  5 cents 
a pound  coming  to  me  in  two  semiannual  payments? 

Mr.  Wilson.  That  is  correct. 

Mr.  Doxey.  WTiich  I can  cash  at  any  bank  ? 

Mr.  Wilson.  Yes. 

Mr.  Doxey.  Now,  my  neighbor  has  not  signed  uj).  He  is  not  in  on 
this  racket  at  all.  Pardon  me  for  calling  it  a racket ; I just  want  to 
get  at  the  practical  operation ; but  he  does  not  get  anything  except 

The  monev  that  he  sells  his  cotton  for  when  he  sells  it  to  the  original 

• / 

buyer. 

Mr.  Wilson.  That  is  right.  He  says  he  wants  to  raise  as  mucli 
cotton  as  he  pleases.  The  administrative  agency  says,  all  right, 
go  ahead  and  do  it.  but  vou  do  not  get  any  tariff  benefit. 

Mr.  Doxey.  I see.  that  is  what  I get  by  signing  the  contract 
and  complying  with  the  law  in  every  respect.  But  what  obligation 
is  u])on  me?  If  I am  going  to  get  some  advantages,  there  is  some 
responsibility  resting  on  me;  I mean  other  than  complying  with  the 
requirements  as  to  acreage.  What  am  I out  ? 

Mr.  Wilson.  That  is  all. 

The  Chairman.  Just  the  reduction  of  the  acreage. 

Mr.  Wilson.  The  administrative  agency  may  ask  you  to  reduce 
your  acreage  as  much  as  10  per  cent  within  a year. 

Mr.  Doxey.  I would  he  willing  to  do  that  if  I was  going  to  get 
the  5 cents  ]ier  pound  extra  for  my  cotton,  with  no  more  obligations 

or  responsibilities  than  vou  relate. 

:ilr.  Wilson.  They  might  ask  von  to  do  that,  but  no  more. 

Mr.  Glover.  What  are  you  going  to  do  with  Congressman  Doxey  s 

other  GO  per  cent  that  he  has  on  hand  ? 

Mr.  Wilson.  That  goes  into  the  world  trade,  just  as  it  does  now. 

l\Ir.  Glover.  He  can  not  sell  it  here? 

Mr.  Wilson.  He  can  sell  it  any  place  he  wants  to.  This  makes 

no  restriction  on  the  market  at  all. 

Mr.  Clarke.  Is  there  not  just  as  complete  an  answer  in  the  pro- 
ducers' evidencing  their  willingness  on  the  commodity  the}  product, 
getting  into  the  cooperatives  and  following  the  leadership  of  the 
cooperatives,  making  unnecessary  this  horde  of  officers  you  have  set 
11])  under  anv  such  law  as  you  ha|Ve  stated,  to  go  out  and  impose 
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penalties,  limiting  production,  and  educating  the  farmers,  and  doing 
it  voluntarily  instead  of  under  compulsion  of  law  ? 

Mr.  Wilson.  There  might  be  an  inducment  there,  but  it  has  not 

worked  out  so  far. 

If  we  start  on  the  assumption  that  it  is  desirable  to  adjust  produc- 
tion to  demand,  if  we  start  with  that  assumption,  then  we  know 
from  past  experience  it  is  to  the  economic  advantage  of  all,  but  as 
individuals  we  refuse  to  do  it ; you  know  human  nature  does  not 
work  out  that  way. 

Mr.  Clarke.  One  more  question.  Why,  in  hallelujah,  have  we  got 
to,  under  compulsion  of  laAV,  force  the  farmers  to  do  something  when 
they  are  not  willing,  on  the  commodity  they  produce,  to  get  into 
some  organization  to  help  to  battle  for  equality  under  the  commodity 
they  produce?  Why  is  Congress  called  upon  to  go  through  all  this 

bunk  ? 

Mr.  Larsen.  We  are  not  forcing  them  into  it. 

"Mr.  Wilson.  If  a man  does  not  want  to  sign  a contract  he  does  not 

have  to. 

Mr.  Clarive.  But  the  basis  of  this  is  education. 

Mr.  Wilson.  My  answer,  Mr.  Clarke,  would  be  this,  and  this  is 
just  a little  digre'ssion.  Agriculture  is  a business  organized  on  a 
family  basis,  and  there  are  six  and  one  half  million  family  units. 

Mr.  Clarke.  I realize  that. 

Mr.  Wilson.  We  are  in  a society  which  has  a good  deal  of  control. 
We  are  seeking  to  get  production  balanced — we  are  out  of  balance; 
that  is  the  trouble  with  us.  If  we  can  get  more  or  less  of  a balance 
and  get  a proper  jiroportion  of  production  on  all  commodities  then 
we  will  all  have  a higher  standard  of  living. 

Mr.  Clarke.  I am  with  you  in  your  objectives. 

Mr.  Wilson.  We  get  around  to  that  old  argument  that  from  the 
farmers'  angle  our  farmers  are  in  trouble  because  they  do  not  have 
a market  in  the  free,  open,  competitive  world.  If  we  reduced  tariffs 
all  over  tlie  world,  if  we  got  as  a whole  free  movement  of  com- 
modities all  over  the  whole  world,  with  none  of  these  restrictive 
interferences,  then  the  farmers  would  not  be  entitled  to  any  such 
thing  as  we  have  been  talking  about. 

I have  studied  this  matter,  and  I do  not  see  any  other  way  of  suc- 
cessfullv  accomplishing  this  kind  of  thing. 

Mr.  Clarke.  I worked  for  seven  years  in  the  next  to  the  largest 
cooperative  organization  in  the  I nited  Slates,  and  I get  just  as 
sick  of  the  40  per  cent  of  farmers  who  will  not  cooperate  as  anybody. 
I do  not  know  what  the  answer  is. 

Mr.  XoRTON.  How  would  you  segregate  the  exportable  surplus. 

Mr.  Wilson.  We  do  not  segregate  the  exportable  surplus.  We  do 
not  change  the  price  structure  at  all.  The  price  remains  as  it  is  now, 
buying,  selling,  and  milling;  just  as  it  is  now. 

But  if  you  sign  this  contract,  that  will  give  you  this  increased 
income,  on  your  pro])ortionate  share  of  the  ]iroduction.  You  must 
agree  not  to  increase  your  acres  on  the  particular  crop. 

Mr.  Norton.  Do  I understand  then  that  the  processor  would  be 
required  to  pay  the  adjustment  charge?  Take  wheat,  for  instance; 
would  he  have  to  pay  42  cents  on  every  bushel  that  he  buys? 

Mr.  Wilson.  That  he  processes;  yes. 
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Mr.  Haugen.  I should  like  to  ask  a few  questions.  Mr.  Chairman. 

I understand  that  under  your  plan,  everything  is  voluntary:  nobody 
is  required  to  sign  up,  no  compulsion? 

Mr.  Wilson.  That  is  right. 

Mr.  Haugen.  What  about  the  nonmember?  How  does  he  dispose 
of  his  grain  ? 

Mr.  Wilson.  Well,  they  sell  it  just  as  they  sell  it  now. 

Mr.  Haugen.  To  whomsoever  they  please? 

Mr.  Wilson.  Yes. 

Mr.  Haugen.  To  the  mills  or  to  anybody  else  ? 

Mr.  Wilson.  Yes, 

Mr.  Haugen.  If  you  advance  the  price  42  cents  on  the  wheat  that 
the  members  sell  to  the  mill,  can  the  nonmembers  come  in  and  .sell 
the  wheat  at  40  cents  less;  is  that  right? 

Mr.  Wilson.  You  misunderstood  me.  Everybody  sells  to  the  mill 
at  the  market  price,  just  as  they  do  now  and  the  price  of  wheat 
would  be  fixed  just  as  it  is  now.  But  when  the  miller  converts  that 
wheat  into  flour,  then  he  has  to  pay  the  Internal  Kevenue  Depart- 
ment the  42  cents  per  bushel  and  the  price  on  the  flour  is  thereby 
increased.  You  do  not  increase  the  price  on  the  wheat,  Init  you 
increase  the  price  on  the  flour. 

Mr.  H AUGEN.  If  the  miller  can  buy  the  wheat  at  5 cents  less 
from  non-members,  of  cour.se  he  is  going  to  do  that.  Are  they  per- 
mitted to  buv  their  wheat  on  the  outside  in  that  wav? 

Mr.  Wilson.  They  buy  their  wheat  any  way  they  want  to. 

Mr.  Haugen.  They  would  pay  the  members  42  cents  ami  these 
others  less? 

Mr.  Wilson.  Yet  me  see  if  I can  explain  this  to  you.  The  member 
signed  the  contract,  didn’t  he? 

Mr.  Haugen.  Yes;  and  he  is  entitled  to  his  42  lents. 

Mr.  Wilson.  The  administrative  agency  here  jiays  on  that 
contract. 

The  Chairman.  The  miller,  as  I understand  it.  pays  on  all  the 
wheat  that  he  purchases. 

Mr.  Haugen.  Whether  it  is  from  members  or  noninembers. 

Mr.  Wilson.  That  is  correct. 

Mr.  Norton.  Does  he  pay  it  on  wheat  tliat  he  exports  ? 

Mr.  Wilson.  He  gets  the  drawback  on  that. 

Mr.  Haugen.  Is  he  limited  in  his  buying  just  to  members? 

Mr.  Wilson.  He  can  buv  any  place  he  wants  to  buy. 

Mr.  Haugen.  At  two  different  prices? 

Mr.  Wilson.  No,  at  one  price. 

Mr.  Haugen.  And  you  fix  the  price? 

Mr.  Wilson.  No,  we  do  not  fix  the  price. 

Mr.  Haugen.  You  fix  the  price  to  all  the  millers? 

Mr.  Wilson.  We  do  not  fix  the  price  at  all.  They  can  buv  ju.st 
as  they  buy  now. 

Mr.  Haugen.  But  there  is  a ])remium  or  a tariff  or  whatever  you 
want  to  call  it,  put  on  it;  is  that  the  idea? 

IMr.  Wilson.  That  comes  as  a result  of  this  contract. 

Mr.  Haugen.  But  the  contract  is  a contract  between  two  parties. 
Are  you  talking  now  about  the  Government  that  is  going  to  pay  the 
42  cents  ? 
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Mr.  Wilson.  They  {lav  that,  hut  that  has  nothing  to  do  with  the 
sale  of  the  wheat. 

Mr.  Hat'oen.  They  pay  the  members  42  cents  but  they  do  not  pay 
the  nonmembers  anything. 

:Mr.  Wilson.  No.  The  miller— if  I may  explain  it— buys  this 
wheat,  just  as  he  buys  it  now,  Mr.  Haugen.  Then  the  wheat  is 
milled  into  flour.  He  pays  a tax  to  the  Government  of  42  cents. 

'I'he  Chairman.  On  all  the  wheat  ? 

Mr.  Wilson.  On  all  the  wheat  that  he  mills. 

Mr.  Ketciiam.  Both  the  00  per  cent  and  the  40  per  cent? 

Mr.  W iLsoN.  Yes. 

Mr.  HAroEN.  And  whether  he  buys  from  members  or  non- 
members ? 

Mr.  MTlson.  Yes. 

Mr.  HAroriN.  Then  why  go  into  the  association,  why  become  a 
member  ? 

Mr.  Wilson.  If  he  does  not  sign  this  contract,  he  does  not  get 
the  elevation  in  jirice;  he  does  not  get  the  tariff  benefit. 

Mr.  Haugen.  But  if  42  cents  a bushel  on  all  wheat,  whether  from 
members  or  nonmembers,  what  difference  does  it  make  whether  one 
is  a member  ? 

Mr.  Purnell.  The  nonmember  does  not  get  it. 

Mr.  Wilson.  The  miller  buys  the  wheat  just  as  he  buys  it  now. 
He  does  not  make  any  distinction  between  members  and  nonmem- 
bers. 'When  he  gets  the  wheat,  he  makes  it  into  flour  and  he  pays 
the  Government  42  cents  a bushel. 

]Mr.  Haug  EN.  On  all  the  wheat,  whether  it  comes  from  members 

or  nonmembers? 

:Mr.  Wilson.  All  of  the  wheat.  The  Government  says  to  tins 
member,  “ You  sign  the  contract  and  we  will  pay  you  42  cents  tariff 
benefit  on  the  portion  of  your  crop  domestically  consumed.” 

Mr.  Haugen.  In  other  words,  “ We  will  make  you  a donation  of 

42  cents  because  you  are  a member.” 

Mr.  Wilson.  “VVe  pay  the  tariff'  adjustment  fee  because  you  are 

a member. 

Mr.  Haugen.  What  about  the  other  fellow? 

Mr.  Wilson.  The  other  man,  Mr.  Haugen,  who  prefej-s  to  raise 
just  as  much  wheat  as  he  pleases,  does  not  sign  one  of  these 
contracts. 

Mr.  Doxey.  Of  course,  that  would  be  reflected  in  a higher  price 
to  the  consumer,  would  it  not  ? 

Mr.  Haugen.  I should  like  to  ask  another  question;  I have  not 
quite  finished.  How  about  your  membership?  Do  you  expect  to 
get  them  to  sign  up  voluntarily? 

Mr.  W ILSON.  Yes. 

Mr.  Haugen.  And  you  fix  the  number  you  expect  to  sign  at  60 
per  cent? 

Mr.  Wilson.  If  60  per  cent  sign  up,  then  the  plan  would  go  into 
effect. 

Mr.  Haugen.  Then  the  60  per  cent  hold  the  bag;  is  that  it? 

Mr.  Wilson.  We  would  assume  that  the  farmer  would  sign. 

Mr.  Haugen.  AVhy  do  you  assume  that  ? We  have  been  trying 
to  organize  farmers  for  a long  time.  I attended  these  meetings 
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50  Years  ago.  I have  been  attending  them  right  along.  We  never 
did^get  within  50  per  cent  of  membership.  Canada  got  50  per  cent 
in  their  cooperatives.  The  grape  growers  got  up  to  about  85  per 
cent.  It  has  been  tried  in  Montana  and  in  the  Dakotas  and  all  over 
the  country  and  they  could  not  get  50  per  cent.  Why  do  you  expect 

them  to  sign  up  60  per  cent  ? tt  au  -n 

Mr.  Wilson.  I expect  it  for  this  reason,  Mr.  Haugen.  M e will 

say  that  you  are  a farmer  and  you  have  been  raising  a thousand 
bushels  of  wheat,  and  that  your  allotment  is  750  bushels. 

Mr.  Haugen.  I understaml  all  about  the  allotment. 

Mr.  Wilson.  We  sav  to  vou  that  we  will  give  you  $300  as  a tariff 
]u-ofit  and  that  you  can  raise  perhaps  as  many  acres  of  wheat  as 
vou  have  been  raising  but  no  more  acres. 

' Mr.  Haugen.  I am  talking  now  about  voluntary  agreement. 

Mr.  Wilson.  And  we  say,  we  will  give  you  this  tariff  benefit  which 

amounts  to  $300.  , • . 

Mr.  Haugen.  To  what  extent  did  you  succeed  in  Alontana  in 

organizing?  You  tried  it  for  years. 

Mr.  Wilson.  The  percentage  was  not  very  great. 

Mr.  Haugen.  The  committee  of  17  came  here  and  told  us  that 
they  would  take  care  of  the  wheat  situation,  that  there  was  no  need 
of  legislation.  They  went  out  and  organized  and  never  shijiped  a 
<-arload  of  wheat.  That  was  by  voluntary  agreement.  We  have  had 
A'oluntary  agreements  all  along,  but  never  got  anywhere. 

l\Ir.  Fulmer.  You  never  offered  any  inducement  so  you  did  not 

get  anywhere  with  it. 

The  Chairman.  Gentlemen.  I believe  it  would  be  better  to  allow 
the  witness  to  complete  his  statement  before  further  discussion. 

Mr.  Haugen.  I should  like  to  get  an  answer  to  my  (juestion.  What 
is  your  idea  ab(»ut  the  voluntary  signing  up  of  the  farmers  ? How 
many  do  vou  think  vou  can  get  to  sign  up  voluntarily  ? 

Mr.  Wilson.  Weil,  there  is  no  conqmlsion.  The  man  who  does 

not  want  to  sign  does  not  have  to.  ^ 

Mr.  Haugen.  But  that  system  never  succeeded  heretolore.  C an 

vou  mention  a single  instance  where  that  succeeded  ? 

Mr.  Wilson.  There  have  not  been  very  many. 

Mr.  Haugen.  Then  why  do  you  expect  to  succeed  this  time  ? Why 
<lo  vou  expect  them  to  come  across  now  ? 

]\rr.  Wilson.  I would  think  that  the  1.000-bushel  farmer  would 

like  to  get  that  $300. 

Mr.  Hai’gen.  You  have  not  made  that  (juite  clear  to  me  yet. 

The  Chairman.  If  the  chair  may  undertake  to  ex]dain.  it  is  your 
))hitoso])hy  that  in  all  probability  a farmer  would  be  willing  to  sign 
u|i  to  reduce  acreage,  and  a great  many  of  them  would,  if  they  vere 
offered  the  $300  which  they  would  not  get  if  they  did  not  sign  up. 
i\Ir.  Wilson.  That  is  correct. 

The  Chairman.  And  if  they  did  not  want  to  sign  up,  that  is  then- 
business? 

Mr.  Wilson.  That  is  correct. 

Mr.  Haugen.  You  had  that  kind  of  agreement  on  tobacco:  you 
had  it  in  different  .sections  of  the  country,  and  it  did  not  succeed. 

The  Chairman.  I will  state  that  I tlo  not  know  of  any  law  that 
has  been  passed  or  of  any  organization  that  has  offered  a premium 
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of  anythiii<j!:  like  -iU  cents  a bu>hel  on  wheat,  or  5 cents  a pound  on 
cotton.  It  seems  to  me  that  there  can  not  he  any  question  about  the 
inducement  to  sijin.  Tlie  real  (juestion  here  is  the  machinery  that 
is  necessary. 


Mr.  Haugen.  I'hey  have  this  privile<;e  under  the  Agricultural 
Marketing  Act,  hut  only  a few  have  come  in. 

Mr.  Ketcha:m.  i\Ir.  ('liairmaii,  1 should  like  to  ask  a brief  (pies- 
tion.  Tlie  (juestion  that  I tliink  is  in  Mr.  Haugen's  mind  is  this: 
Here  are  4(J  per  cent  of  the  farmers  who  do  not  sign  up.  The  miller 
j>ays  an  e.xcise  tax  upon  all  the  flour,  or  uj)on  all  the  wheat  that  he 
buys  when  he  mills  that  wheat  into  flour.  Wliat  becomes  of  that 
tax  that  lie  has  had  to  pay,  that  is  not  paid  hack  to  the  40  per  cent 
who  did  not  sign  up  ^ That  is  tlie  question  Mr.  Haugen  had  in 
mind.  What  becomes  of  that? 

Mr.  Wilson.  Well,  I presume  that  would  simply  have  to  go  into 
tlie  Treasury.  You  could  make  other  adjustments,  of  course. 

The  Chairman.  May  the  Chair  ask  you  a question  at  this  ])oint  ? 
If  the  fund  got  to  a jioint  where  it  was  greater  than  necessary,  you 
could  reduce  the  amount  of  the  fee  which  the  processer  wouhl  have 


to  pay 

Mr.  Wilson.  The  next  year. 

The  Chairman.  The  next  year  ? 

Mr.  Wilson.  Yes. 

Mr.  Purnell.  What  is  wrong  with  allowing  your  fund  to  build 
uj)  for  croj)  insurance,  for  instance  ? 

Mr.  WiL.soN.  Well,  that  would  be  taken  care  of,  as  Mr.  Jones 
suggests,  by  an  adjustment  in  the  next  year, 

^Ir.  Anoresex.  Is  it  not  a fact  that  the  money  which  would  be 
jiaid  on  the  40  per  cent  crop  that  had  not  signed  up  would  be  used 
to  jiay  the  drawbacks  on  what  we  exjiorf,  and  the  balance  of  it 
would  go  into  the  fund? 

Mr.  Wilson.  That  is  right. 

Mi-.  Andresen.  "We  exjiort  about  35  to  40  jier  cent  of  the  crop,  and 
it  might  take  that  much  to  jiay  those  drawbacks. 

Mr.  Wilson.  Xo;  you  see,  this  is  only  with  reference  to  the  hour. 

Mr.  Andresen.  But  \ve  export  wheat,  too. 

Mr.  Wilson.  This  does  not  affect  the  price  of  wheat  at  all. 

Mr.  Andresen.  Then  the  man  who  buys  wheat  for  export 

Mr.  Wilson.  He  buys  it  just  as  he  does  now. 

Mr.  Andresen.  He  will  not  pay  the  excise  tax. 

Mr.  W iLsoN.  Xo.  It  is  just  the  flour  that  pays  the  excise  tax,  just 
the  manufactured  product. 

Mr.  Adkins.  You  say  you  live  in  Montana? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Adkins.  Your  major  crop  up  there  is  wheat,  is  it  not? 

Mr.  W ILSON.  Well,  it  is  one  of  the  major  crops,  yes. 

Mr.  Adkins.  That  is  your  cultivated  croji? 

Mr.  Wilson.  That  is  right. 

Mr.  Adkins.  That  is  true  in  a great  many  Xorthwestern  States. 

Mr.  Wilson.  Yes. 

Mr.  Adkins.  You  do  not  raise  much  corn  or  other  diversified  crops? 

Mr.  WiusoN.  Xo. 

Mr.  Adkins.  That  is  your  major  money  crop  ? 

Mr.  Wilson,  Yes. 
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Mr.  Adkins.  You  have  a different  jiroposition  from  what  we  have 
in  Indiana  or  Illinois  or  Pennsylvania — places  like  that,  where  wheat 
is  only  an  incident  in  our  diversified  arrangement  ? 

Mr.  Wilson.  Yes. 

Mr.  Adkins.  It  is  a different  proposition,  is  it  not  ? 

Mr.  Wilson.  Yes. 

Mr.  Adkins.  Xow,  let  us  say  that  I belong  to  your  organization. 
To  whom  is  this  money  paid— this  42  cents  that  you  talk  about? 
Who  handles  that? 

Mr.  Wilson.  That  is  collected  by  the  Internal  Kevenue  Bureau. 
Mr.  Adkins.  Who  pays  the  expense  of  your  administrative  ma- 
chinery. your  State  and  county  committee,  and  all  that  ? 

Mr.  Wilson.  That  is  taken  out  of  this  tariff  adjustment  fee  that  is 
returned  to  each  farmer,  so  that  the  farmer  does  not  get  the  full 
42  cents.  He  gests  it  less  the  cost  of  administration. 

Mr.  Adkins.  He  gets  it  less  the  cost  of  administration? 

Mr.  Wilson.  Yes. 

:Mr.  Adkins.  Then  I do  not  think  you  need  to  worry  about  the 

balance  in  this  fund.  That  is  all. 

Mr.  Xelson.  Possibly  I am  thickheaded,  but  I have  not  yet  grasped 
the  point  that  Mr.  Haugen  and  Mr.  Ketcham  had  in  mind.  It  seems 
to  me  that  the  Government  will  make  money  on  every  bushel  of 
“ bootleg  " wheat  that  is  processed. 

Mr.  Wilson.  If  the  wheat  were  bootlegged,  then  there  would  not 
be  any  tax  collected  on  it,  would  there? 

Mrl  Xelson.  But  the  miller  pays  on  all  the  wheat  that  he  jirocesses. 

Mr.  Wilson.  Yes. 

Mr.  XYlson.  In  the  one  instance  he  pays  it  back  to  the  grower  and 
in  the  other  he  does  not. 

Mr.  Wilson.  Xo;  he  does  not  pay  anything  to  the  grower— that  is, 
the  miller  does  not.  This  is  just  like  a stamp  on  a can  of  tobacco. 
The  Government  collects  all  that;  the  Internal  Revenue  Bureau 

collects  it.  „ . 

Mr.  Glover.  Would  not  the  miller  know  that  this  tariff  is  going 

to  have  to  be  taken  care  of  by  him  after  he  processes  and  when  he 
goes  out  to  buy,  would  he  not  "take  that  into  consideration  and  lower 
the  price  that  lie  is  going  to  pay  for  that  product  ? 

Mr.  Wilson.  The  price  of  wheat? 

Mr.  Glover.  Yes;  or  of  cotton  or  of  any  other  product. 

Mr.  Wilson.  If  he  did  that  would  push  the  price  below  the  world 

competitive  level. 

Mr.  Glover.  I know,  but 

Mr.  Wilson.  And  then  the  exporter  would  come  in  and  buy  it; 
Mr.  Larsen.  Mr.  Chairman,  I have  two  or  three  short  (questions. 
Mr.  Wilson,  your  committee  is  composed,  as  I understand  it,  of  the 
Secretary  of  Agriculture,  the  president  of  the  agricultural 
college 

Mr.  Wilson.  This  is  the  State  committee  you  are  talking  about; 
the  State  committee.  The  State  commissioner  of  agriculture  is  on 
that  committee. 

Mr.  Larsen.  One  consumer,  one  business  man.  and  three  farmers. 
That  is  the  committee  of  seven.  If  we  were  jiassing  a banking  law 
and  were  going  to  authorize  these  bankers  to  regulate  rates  of  dis- 
count, and  so  forth,  we  would  hardly  put  any  farmers  on  any  com- 
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inittee  of  that  kind,  even  thouorh  they  were  c onsumers  in  a sense  that 
they  had  to  pay  the  discount  rate.  If  that  is  true,  why  is  it  that  the 
farmer  must  have  a guardian,  that  you  ha^e  to  go  out  and  appoint 
some  one  else  on  a committee  to  lcx)k  after  his  business  ? 

Mr.  Wilson.  Well,  that  is  just  a suggestion.  I do  not  have  any 
very  H.xed  ideas  as  to  the  composition  of  that  State  committee. 

Mr.  Larsen.  You  are  recommending  this  system.  You  have 
.studied  the  plan  and  you  think  it  is  a good  idea? 

Ml-.  Wilson.  Yes,  sir. 

Mr.  Larsen.  It  .seems  to  me  that  the,  doors  of  fraud  would  be  opened 
pretty  wide.  For  instance,  I happen  to  remember  one  ca.se  in  one 
of  the  counties  in  my  district,  in  which  a gentleman  some  few  years 
ago  bcdieving  that  he  could  make  quite  a lot  of  money  growing 
cigarette  tobacco — he  had  had  no  experience  whatever  in  it — planted 
100  acres  of  it.  That  cost  him  about  $5,0(*0.  I add  that  he  never 
planted  any  more.  I do  not  think  anybody  else  has  planted  any  in 
that  county.  It  was  exclu.sive  tobacco,  there  is  no  cpiestion  of  that. 
Now.  if  you  had  held  your  .suggested  meeting  in  the  county  that  year, 
the  fellow  who  jilanted  the  100  acres  would  have  come  uj)  and  very 
leadily  agreed  to  sign  on  the  dotted  line  for  a reduction  of  50  per 
cent  or  even  1(X)  per  cent,  if  you  pushed  him  to  it,  because  he  liad 
plenty  of  it.  Suppose  I jilanted  150  acres  of  cotton  this  year.  I 
would  go  broke  necessarily.  Next  year  I AAould  make  up  my  mind 
that  I was  going  to  plant  that  crop.  I would  say  nothing  at  all  about 
it.  I would  just  wait  for  your  meeting  that  you  were  going  to  liold 
and  I would  slip  into  the  meeting  and  agree  to  reduce  my  acreage 
11314  per  cent  and  then  plant  100  acres.  How  are  you  going  to  kee]i 
such  individuals  as  that  out  of  your  organization  and  keep  them  from 
signing  up  and  keep  them  from  coming  into  the  treasury  and  reim- 
bursing them.selves  for  their  losses  of  former  year? 

Mr.  Wilson.  One  of  the  details  of  this  plan  is  using  as  a base  the 
acreage  that  has  been  planted  for  the  past  five  years,  the  average 
acreage  for  the  pa.st  years.  We  have  to  get  a base.  Tliat  is  the  way 
we  get  it,  through  acreage. 

^Ir.  Larsen.  That  is  the  way  you  get  at  my  intentions,  you  mean, 
for  the  next  year. 

Mr.  Wilson.  We  would  give  you  an  allotment  base,  based  upon 
tliat  acreage,  which  had  been  your  acreage  for  the  last  five  years. 
Tlien.  do  you  not  think  that  your  neighbors,  if  you  try  to  do  any- 
thing di.shonest.  would  not  go  to  your  county  allotment  committee? 
You  would  have  some  neighbors  who  would  go  to  them  prettv  fa.st. 

Mr.  L AR.sEN.  But  I might  be  doing  all  that  in  good  faith  and  my 
neighbors,  on  the  other  hand,  would  say  that  I lied  about  it  anyhow; 
that  I never  intended  to  plant  that  much,  and  financially  was  not  in 
position  to  do  it  and  yet  I insist  on  my  five  year  production  base. 

Mr.  Wilson.  If  you  do  not  live  up  to  your  contract,  then  your 
allotment  is  canceled. 

Mr.  Flannagan.  Mr.  Chairman.I  want  to  see  if  I understand  this 
correctly.  Let  us  say  that  I sign  up  and  raise  1,000  bushels  of  wheat. 
I can  sell  40  per  cent  of  that  to  the  miller,  is  that  right? 

Mr.  Wilson.  You  can  sell  all  of  it  to  the  miller. 

Mr.  Flannagan.  What  do  I get  for  it? 

Mr.  Wilson.  The  competitive  price,  just  as  you  get  now. 

Mr.  Flannagan.  The  competitive  price  plus  42  cents? 
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Mr.  W1L.SON.  On  vour  pro  rata  .share,  which  is  paiil  to  vou 
entirely  separate,  ami  distinct  from  anything  else.  'Flie  miller  does 

not  pay  it  to  you.  . 

Mr.  Flannagan.  You  say  I can  sell  40  per  cent  ot  it  for  the  jne- 

vailing  price  j)lus  42  cents,  is  that  right? 

Mr.  Wilson.  No. 

Mr.  Flannagan.  How  much  can  I sell? 

Mr.  W1L.S0N.  You  can  sell  it  all. 

Mr.  Flannagan.  I can  sell  all  of  it  and  get  a premium  of  42  cents. 
Mr.  Wilson.  May  1 suggest  that  my  colleague  who  is  to  lollow 
me  perhaps  can  explain  this  a little  better  than  I. 

Mr.  Flannagan.  Let  me  see  if  I understand  it.  I have  got  1,000 

bushels  of  wheat.  How  much  am  I going  to  get  for  it? 

Mr.  W11..S0N.  You  are  going  to  get  the  market  price.  ]ust  as  is 

paid  at  tlie  present  time. 

Mr.  Flannagan.  Plus  42  cents? 

Mr.  Wilson.  Later  on.  but  not  from  the  man  that  bought  the 
wlieat;  from  the  administrative  agency  wihch  collected  the  ta.x. 

Mr.  Fiannagan.  Do  I get  the  market  iirice  plus  42  cents  for  all 
tliat  wlieat  that  I have  rai.sed? 

Mr.  Wilson.  You  get  the  market  price  plus  42  cents  on  the  pro- 
portionate  share  which  was  domestically  consumed — let  us  say  it 
was  600  bushels. 

Mr.  Flannagan.  What  will  I do  with  the  rest  of  it? 

Mr.  Wilson.  Feed  it  to  your  livestock,  sell  it,  throw  it  away,  do 
anything  you  wish  with  it. 

Mr.  Fianagan.  Why  would  not  the  miller  then  go  ahead  and  buy 
that  distress  wheat  ? 

Mr.  Wilson.  Then  some  other  miller  would  come  into  competi- 
tion to  Imv  that  wlieat.  would  he  not?  People  have  got  to  have 

their  bread.  . ^ 

Mr.  Flanagan.  I suppose  he  could  get  a better  price  on  this  dis- 
tress wheat  that  is  thrown  on  the  market  than  on  the  other  per- 
centage. 

Mr.  Wilson.  He  Avould  have  to  pay  the  tax  on  it  when  he  inilled 
it.  ^lay  I suggest  that  you  allow  my  colleague  to  ex])lain  this 

further? 

The  Chairman.  Mr.  Hope  desires  to  ask  you  a question. 

Mr.  Hope.  Under  the  old  Black  allotment  plan,  your  allotments 
were  to  be  attached  to  the  land  rather  than  to  the  individual.  Your 
])lan  provides  for  a contract  with  the  individual  irrespective  of  the 

land.  . . 

Mr.  Wilson.  But  it  attaches  to  the  farm,  .similar  to  the  original 

Black  plan. 

Mr.  Norton.  Wliat  about  the  young  farmer  who  is  ju.st  starting 
out  and  has  no  record  of  acreage  that  he  has.  previously  cultivated  ? 
Would  he  be  out  of  tlie  picture  altogether  ? 

Mr.  Wilson.  No;  the  young  farmer  if  he  went  in  would  probably 
rent  a farm  some  place,  wouldn’t  he?  That  solves  that  problem.  I 
confess  there  is  some  little  problem  in  connection  with  the  young 
farmer  who  brings  in  absolutely  new  land,  but  we  do  not  want  to 
increase  production.  However,  that  is  a detail  that  could  be  even- 
tually worked  out  in  the  plan. 
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Mr.  1)(R\EY.  I am  interested  in  the  producer,  but  I notice  in  your 
!et-up  tentatively  you  have  ‘jot  the  consumer  repre.sented.  1 am  also 
nterested  in  the  consumer.  What  is  your  reaction  to  the  effect  on 
1 he  consumer  in  so  far  as  this  increase  in  tlie  price  that  is  brought 
about  under  your  plan  is  concerned?  The  producer  will  be  bene- 
ited,  but  will  it  not  fall  back  on  the  ultimate  consumer  to  pay  the 
HMietits  received  by  the  producer? 

Mr.  Wilson.  Any  elevation  that  takes  place  liecause  of  a tariff 
iroduces  that  result.  These  increases  per  capita  or  per  family  are 
lot  very  great  and  if  you  can  put,  as  this  would  do,  about  $700,- 
000.000  of  purchasing  power  into  agriculture,  that  would  improve 
abor  conditions  and  help  our  whole  economic  system. 

The  Chairman.  We  thank  vou  verv  much  for  .statement.  Mr. 
.Vilson.  We  will  hear  from  Mr.  Ronald  next,  and  then  from  Mr. 
Williams. 

IITATEMENT  OF  W.  R.  RONALD,  EDITOR  MITCHELL  (S.  DAK.) 
EVENING  REPUBLICAN,  MITCHELL,  S.  DAK. 

The  Chairman.  Will  you  give  us  your  name  and  tell  us  whom  you 
epresent  ? 

Mr.  Ronald.  My  name  is  Ronald.  I live  in  Mitchell,  S.  Dak.  I 
lajijien  to  be  an  editor,  but  I am  here  because  I am  on  a committee 
)f  six  that  was  chosen  at  a conference  at  Chicago  to  promote  this 
)lan.  On  that  committee  are  Chairman  M.  L.  Wilson,  of  the  Mon- 
ana  State  College;  Mr.  Rogers,  who  is  here;  Louis  Clarke,  presi- 
lent  of  the  Mortgage  Investors  Association  of  Nebraska;  Mr.  Wal- 
ace.  of  Wallace’s  Farmer;  Mr.  Wilson,  and  myself. 

I have  listened  to  these  questions  that  have  been  a.sked  and  it  is 
•ery  apparent  that  the  committee  fails  to  grasp  one  very  important 
‘act  aliout  this  plan.  I can  readily  understand  that,  because  it  took 
lie  (juite  a while  to  get  out  of  my  head  that  this  had  absolutely 
lothing  to  do  with  tlie  marketing  of  wheat  or  the  segregation  of 
any  ])ortion  of  the  wheat.  This  has  to  do  only  with  the  planting  of 
1 he  croji:  notliing  more. 

After  that  crop  is  planted  and  properly  cared  for,  the  farmer  may 
do  whatever  he  jileases  with  it.  We  will  say  that  we  had  one  farmer 
n the  I nited  States  instead  of  all  these  fanners  and  that  he  raised 
' (Kt.ouo.ono  bushels  of  wheat.  The  domestic  consumption  is  500.- 
iiun.onn  bushels  of  wheat.  The  Government,  under  this  plan,  collects 
all  excise  tax  from  the  miller  on  the  500,000.000  busliels  of  wheat 
and  turns  it  back  to  the  man  as  his  share  on  that  domestic  con- 
: umjition. 

Now.  the  only  difference  between  these  plans  is  that  we  have  to 
divido  it  111)  amongst  the  farmers.  AVe  say  that  they  fulfill  their  con- 
ract  when  they  have  sown  the  wheat  or  the  cotton  or  planted  the 
lohacco.  or  whatever  the  crop  may  be. 

Answering  the  question  of  the  tobacco  man,  that  is  answered  by 
1 he  fact  that  the  toliacco  processor  would  be*  paying  the  excise  tax 
on  every  pound  that  he  took  out  of  his  warehouse,  all  through  the 
_ ear.  That  would  create  the  fund  that  would  go  right  back  to  the 
] iroducer. 

It  has  nothing  to  do  with  the  marketing  of  the  farm  crop  what- 
‘ ver,  from  beginning  to  end.  There  is  no  effort  here  to  segregate 
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it.  The  man  can  do  whatever  he  wishes  with  his  wlieat.  He  can 
keep  it  or  feed  it  to  his  livestock  or  burn  it  u]). 

He  has  an  allotment  ba.sed  on  his  average  production  of,  let  us 
say  for  example,  700  bushels,  and  his  only  requirement  is  that  he 
shall  plant  not  more  than  the  number  of  acres  allowed  him  in  his 
contract.  Let  us  say  that  his  crop  fails.  He  still  gets  his  allot- 
ment. because  he  has  done  his  part,  providing  he  has  not  jilanted 
more  than  allowed.  Forget  everything  about  the  marketing.  It 
has  nol  anything  to  do  with  this  ])lan.  It  is  entirely  tied  up  with 
production  and  nothing  else. 

Nothing  has  been  said  here  about  the  application  of  this  plan  to 
hogs.  In  the  case  of  cotton  and  these  other  commodities,  the  ground 
is  the  producer.  In  the  case  of  hogs,  you  have  a variation.  A 
busliel  of  wheat  is  a bushel  of  wheat;  a pound  of  cotton  is  a jxmnd 
of  cotton;  but  a pig  may  weigh  100  pounds  or  500  pounds,  and  you 
liave  to  have  a somewhat  different  ])lan.  So  the  ]>lan  in  that  case 
is  that  you  use  again  the  producing  agency,  Avhich  is  the  lii-ood  sow 
and  the  allotment  in  that  case  is  so  many  brixxl  sows,  based  on  the 
number  that  the  farmer  has  already  had.  Then  the  Farm  Board, 
or  whatever  the  administrative  agency  is.  announces  month  by 
montli  a domestic  consum])tion  ratio  which  is  the  the  annual  reiiuire- 
ments  for  domestic  consum])tion  can  be  divided  by  the  total  number 
of  bi’ood  sows  in  the  country.  That  gives  you  a ratio,  let  us  say. 
of  1.000  pounds  per  broixl  sow. 

The  .“ame  .system  could  be  used  for  exports,  dividing  them  by  the 
number  of  sows.  Let  us  say  it  figures  100  ])ounds.  As  I have  10 
brood  sows,  then  I may  shij)  11.000  poumls  of  pork.  I will  watch 
the  market  and  sell  when  the  weight  of  my  pigs  gets  up  to  that 
]»oint.  In  other  words,  you  will  automatically  balance  ])roduction 
with  consumjition,  and  the  resulting  beneficial  influence  on  the  mar- 
ket is  'perfectly  obvious. 

Mr.  Kleberg.  AVhat  do  you  do  with  cattle? 

Mr.  Ronald.  The  ])lan  has  not  been  worked  out  in  connection 
with  cattle,  because  at  the  ])resent  time  it  is  not  an  ex|)ort  com- 
modity. But  the  l)ill  could  simply  ])rovide  that  the  i)lan  coidd  be 
a])])lied  to  other  livestock,  in  the  judgment  of  the  administrative 
body.  You  have  a little  jiroblem  in  the  case  of  cattle. 

Air.  Clarke.  AA'hat  about  dairy  products? 

Mr.  Ronald.  Dairy  products  are  not  included. 

Mr.  Larsen.  Mr.  Ronald,  your  idea  is  to  levy  the  fee  on  the  crop 
alreadv  in  the  hands  of  the  producer? 

Air.  Ronald.  No;  on  the  jirocessing:  the  tobacco  manufacturer 
mu.st  have  his  tobacco.  He  puts  out  l.O(K)  ]x»unds  of  tobacco  and 
he  pays  a tax  on  a thousand  pounds. 

Air.  Larsen.  You  have  not  (juite  understood  my  question.  Are 
you  going  to  levy  4^2  cents  on  wheat 

Air.  Larsen.  You  are  going  to  levy  it  on  the  wheat  that  was  pro- 
duced this  year — — 

Air.  Ronald.  It  does  not  make  any  diff‘erence.  It  is  on  the  jiro- 
diiction,  on  the  processing. 

Air.  Larsen.  I want  to  find  out  how  it  is  going  to  be  Avritten  into 
the  bill. 

Air.  Ronald.  On  the  processing. 
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Mr.  Larsen.  I know,  but  is  it  on  the  proeessinp  of  the  stulf  that 
s now  in  the  hands  of  the  producers 

Mr.  Ronald.  Processinir  of  anv  wheat  or  any  tobacco. 

Mr.  Larsen.  "Will  you  please  wait  until  I ask  luy  ({uestion?  I 
lo  not  think  you  (juite  under.stand  what  I intend  to  ask.  You  are 
j:oin<r  to  put  it  on  the  ])roduction  that  is  now  in  the  hands  of 

Mr.  Ronald.  "We  do  not  pay  any  attention  to  that  at  all  in  the 

)ill.  We  lew  a tax 

« 

Mr.  Larsen.  i\Ir.  Ronald,  with  all  due  respect  to  the  brilliance 
)f  your  mind,  I do  not  think  you  can  understand  my  question  until 
[ haye  had  an  opportunity  to  ask  it.  Now.  if  you  will  wait  a 
noment.  I should  like  to  ask  the  (juestion. 

i\Ir.  Ronald.  I be"  your  pardon.  I thought  you  had  finished. 

M r.  Larsen.  AVe  have  "ot  to  let  this  fee  take  effect  some  time  i 

Mr.  Ronald.  Yes. 

Air.  Larsen.  Are  you  fi'oiu"  to  let  it  take  effect  on  the  cotton  that 
s already  in  the  warehouses  now.  on  the  wheat  that  is  already  in  the 
rranaries  now.  or  in  the  mills,  or  are  you  ^oiii"  to  wait  until  the 
•rop  is  contracted  for  ? 

Mr.  Ronald.  Xo.  It  is  on  the  processing.  It  does  not  make  any 
lifference  whether  the  wheat  is  1 year  old  or  5 years  old. 

Mr.  Larsen.  You  })ass  a bill,  let  us  say,  to  take  effect  at  a certain 
late.  Then  from  that  day  on,  eyery  pound  of  cotton  that  is  manu- 
factured and  eyery  bushel  of  wlieat  that  is  milled  must  pay  the  fee. 

Air.  Ronai.d.  That  is  right.  In  other  Avords.  it  is  a tax  on  con- 
•umption. 

The  Chairman.  Haye  you  finished,  Air.  Ronald? 

Air.  Ronald.  I want  to  make  three  or  four  ])oints.  Air.  Chairman, 
f I may  haye  that  opportunity. 

I waiit  to  say  that  this  bill  accomplishes  all  that  this  other  3-way 
fill  that  is  now  in  Congress  accomplishes  and  a good  deal  more: 
he  e(|ualiz;ation  fee.  and  more,  because  it  is  the  full  amount  of  the 
ariff  on  the  entire  amount  of  the  domestic  consumption  instead  of 
1 part  of  tlie  tariff. 

The  export  debenture,  because  this  is  really  a subsidy,  which  the 
'xport  debenture  is,  tmt  instead  of  being  leyied  on  the  exports,  it 
s paid  on  the  entire  domestic  consumption.  So  it  is  more  than  that. 

It  is  better  than  the  allotment  plan  before  you  in  the  3-way  bill 
lecause  it  is  elaborated  and  deyeloped  so  as  to  control  production 
uul  jireyent  an  increase  in  jiroduction  from  defeating  the  ends  of 
he  measure. 

And  it  accomplishes  stabilization,  because  with  the  ability  to 
•ontrol  production.  Ayith  the  automatic  feature  of  controlling  hog 
production,  you  Avould  obtain  a balance  between  production  and 
•onsumption'far  better  than  you  can  by  attempting  to  manipulate 
die  market  with  no  limit  on  production.  AVe  stay  off  the  market 
mtirely.  because  our  objects  are  entirely  accomplished  by  production. 
Aou  accomplish  stabilization  and  you  do  it  without  a dollar  of  in- 
restment  on  the  part  of  the  Federal  Goyernment.  It  should  make 
t possible  for  the  Federal  Farm  Board  to  recover  all  of  its  losses 
ip  to  date  and  return  that  money  to  the  Treasury  because  with 
fiabilization,  the  cooperatives  would  have  a wonderful  opportunity 
;o  go  ahead,  and  it  Avould  strengthen  those  cooperatives  because,  with 
i stabilized  market,  wdth  a near  balance  of  production  and  con- 
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sumption,  they  could  easily  finance  themselves  and  be  .stronger  than 
ever. 

There  is  no  cost  to  the  Federal  Treasury.  It  differs  from  the 
other  bill  in  that  respect.  It  is  self-financing.  It  would  decen- 
tralize administration,  Avhich  is  the  reverse  of  the  other  proposed 
bill. 

It  would  provide  both  credit  and  insurance  for  crop  production 
and  thus  do  away  with  feed  and  seed  loans  and  make  easy  the  pay- 
ment of  feed  ancl  seed  loans  that  are  outstanding  noAv. 

Incidentally,  it  Avould  take  the  Government  out  of  the  grain 
business,  if  the  Farm  Board  should  decide  that  it  Avas  sufficient  to 
control  production,  stabilize  production  Avith  consumption  in  such 
a Avay  as  to  strengthen  the  market.  AAdiile  the  bill  as  draAvn  Avoidd 
provide  $700,000,000  directly  in  reA’enue  to  the  producers.  I think 
the  indirect  returns  from  the  strengthening  of  the  market  and  the 
stabilizing  of  the  market  and  the  balancing  of  production  Avith 
consumption,  would  be  far  greater  than  that. 

Mr.  Norton.  Suppose  a farmer  in  Nebraska  seeds  .50  acres  of 
Avinter  wheat. 

Air.  Ronald.  AYs. 

Air.  Norton.  He  has  complied  Avith  his  part  of  the  contract. 

Air.  Ronald.  A es. 

Mr.  Norton.  Suppose  along  in  Alay  a hailstorm  or  grasshoppers 
destroy  his  wheat  crop.  Then  he  produces  a good  corn  crop.  He 
still  would  receive  4*2  cents  a bushel  on  the  AA’heat.  as  iirovided  in  his 
contract,  would  he  not  ? 

Mr.  Ronald.  A"es,  sir.  He  has  performed  his  contract. 

Air.  Ketcham.  There  is  an  important  point  right  there.  In  that 
case  here  is  a man  Avith  700  bushels  of  wheat.  He  gets  700  times  42 
cents.  The  miller  is  going  to  haA^e  no  opportunity  to  mill  that  tiour. 
taking  the  illustration  that  Air.  Norton  gave. 

Air.  Ronald.  No;  but  Ave  do  not  pay  any  attention  to  the 
marketing. 

Air.  Ketcham.  I understand  that.  But  there  is  a lack  there  some- 
where. 

Air.  Ronald.  Let  us  get  at  it  in  this  Avay.  There  Avill  be  milled 
presumably  .500,000,000  bushels  of  AA'heat  a year.  On  that  40  cents  is 
])aid  net.  That  is  $200,000,000.  That  is  allotted  among  tlie  States 
in  pro])ortion  to  their  aA*erage  production  of  the  past  year,  regard- 
less of  its  production  this  year  or  Avhat  it  does  in  its  crop  this  year. 

In  turn,  that  is  allotted  within  the  State  to  the  individual  counties. 

Say,  in  my  State,  our  share  is  25,000.000  bushels.  It  is  allotted 
to  the  indiAuclual  counties  in  proportion  to  their  production  and  then 
down  to  the  farmer  in  proportion  to  his  production  on  past  per- 
formance. That  allotment  is  based  on  past  performance. 

AYe  propose  to  correct  the  allotment  each  year  by  using  the  last 
five  years  of  production,  so  that  AA’hen  he  has  planted  his  crop,  he 
has  fulfilled  his  obligation  and  the  allotment  is  paid  on  the  basis 
of  past  performance,  regardless  of  Avhat  becomes  of  the  Avheat.  And 
it  is  paid  on  domestic  consumption  through  this  excise  tax,  AA'hich 
makes  the  tariff  effective  on  the  domestic  consumption. 

Air.  Ketcham.  Your  point  is  that  by  reason  of  the  large  scale 
operations,  for  instance  there  being  in  one  county  500  farmei-s,  it  is 
probable  that  only  a half  a dozen  Avould  be  faced  Avith  the  situation 
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like  that  wliich  has  been  described ; the  field  of  operations  is  so  large 
that  there  would  be  sufficient  in  the  county  to  pay  that  man. 

Mr.  Ronald.  The  fund  w’ould  not  be  limited  to  the  county.  The 
fund  would  come  from  the  domestic  consumption  of  wheat,  "if  that 
is  500,000,000  bushels,  the  excise  tax  Avould  be  paid  on  the  500,000,000 
bushels  of  wheat  paid  by  the  miller  wherever  he  got  the  wheat.  So 
that  there  would  be  that  fund  to  distribute.  Tou  have  got  your  allot- 
ment at  the  beginning  of  the  year  and  you  get  it  regardless  of  what 
liappens  to  your  crop. 

Mr.  ICetcham.  You  are  able  to  do  that — ^that  is  the  point  I make — 
by  reason  of  the  fact  that  this  is  spread  over  all  the  country  and  one 
inairs  case  does  not  have  any  great  influence. 

Mr.  Ronald.  Yes. 

Mr.  Kleberg.  I think  that  I understand  the  plan.  But  there  is 
jiie  phase  of  it  I do  not  understand.  I have  not  seen  the  bill.  What 
would  happen  if  a farmer  just  planted  his  wheat  and  then  went  to 
:own  and  that  was  done  to  a large  extent  all  over  the  country.  Sup- 
pose we  had  a bunch  of  lazy  farmers  who  would  not  look  after  their 
•rop  for  one  year  or  for  two  years  and  then  got  in  the  habit  of  ex- 
pecting to  receive  this  money  in  any  event. 

Mr.  Ronald.  In  other  words,  he  would  idant  his  crop  and  then 
et  it  go. 

Mr.  Ki  .EBFJtG.  Yes. 

Mr.  Ronald.  The  Farm  Board  or  the  administrative  agency — 
whatever  it  is — would  have  full  latitude  to  ]>rotect  itself  against  all 
hose  contingencies,  in  the  contract.  It  would  be  perfectly  possible 
o put  in  the  contract  that  you  shall  plant  and  properly  care  for  so 
nany  acres.  It  can  all  be  covered  in  the  contract.  The  contract  is 
he  heart  of  this  plan. 

As  to  the  other  question  that  was  asked  awhile  ago.  If  only  60 
per  cent  came  in,  what  would  happen?  As  the  bill  stands,  I think 
VIr.  Wilson  will  find  that  the  entire  amount  would  be  distributed 
imong  those  who  had  come  in,  even  though  it  exceeded  40  cents  a 
)ushel.  It  provides  that  the  administrative  agency  shall  ascertain 
he  amount  in  the  fund,  semiannually  or  annually,  as  you  may  pre- 
I cribe,  and  distribute  it  to  those  to  whom  it  is  allotted.  So  that  if 
only  60  per  cent  come  in — and  by  the  way,  you  can  make  it  70  per 
'■ent  or  80  per  cent  in  your  wisdom;  the  60  per  cent  is  just  a sug- 
i ,^estion  and  if  you  want  to  safeguard  it  by  increasing  the  percentage, 
you  can  do  so — but  the  actual  result  would  be  that  if  only  60  per 
I ent  came  in,  there  would  be  that  much  mon;  paid  to  those  who  did 
I ome  in,  and  that  would  tend  to  bring  the  rest  of  them  in. 

The  question  was  asked.  Would  the  farmer  come  in?  That  ques- 
lion  was  asked  at  a statewide  meeting  in  our  State.  Those  present 
laughed  at  the  question.  They  said  that  the  farmers  would  break 
I heir  necks  getting  it. 

That  is  all,  gentlemen. 

The  Chairman.  Thank  5mu. 

Mr.  Haugen.  One  question.  In  the  case  of  a failure  of  a crop  then 
nhat?  Is  the  member  then  entitled  to  draw  his  money? 

Mr.  R0NA1.D.  Yes,  sir.  He  has  fulfilled  his  contract  when  he  has 
.‘own  the  wheat  and  taken  care  of  the  crop.  In  other  words,  it  is 
( rop  insurance. 
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The  Chairman.  Thank  you,  Mr.  Ronal/d. 

Mr.  Williams  has  come  here  from  some  di.stance  and  would  like 
about  10  minutes.  We  shall  be  glad  to  hear  him  at  this  time. 

STATEMENT  OF  DAMERON  H.  WILLIAMS,  A MEMBER  OF  THE 
AMERICAN  COTTON  SHIPPERS’  ASSOCIATION,  GASTONIA,  N.  C. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  my  name  is  Dameron 
H.  WilliaiiLS.  I live  in  Gastonia,  N.  C.  I am  in  the  cotton  business 
and  to  a major  extent  am  interested  in  cotton  farming. 

Mr.  Chairman,  if  and  when  this  committee  considers  a bill  which 
would  incorporate  the  features  of  the  Fulmer  bill,  that  is  the  equali- 
zation fee,  the  debenture  and  especially'  the  allotment  plan,  I or  the 
American  Cotton  Shippers  Association,  of  which  I am  a member, 

would  like  to  have  the  opportunity  of  apjpearing,  if  appearances  are 
in  order. 

I shall  be  very  brief.  I would  like  to  insert  in  the  record  at  the 
conclusion  of  my  remarks  a prepared  statement,  if  I may. 

The  Chairman.  If  there  is  no  objection,  it  is  so  ordered. 

^Ir*  M ii.i.iAMs.  Gentlemen,  I can  not  indulge  in  any  fireworks  in 
making  speeches,  on  how  to  help  the  farmer.  When  the  agricultural 
marketing  act  was  passed,  it  was  thought  that  that  act  would  be  of 
some  assistance  to  the  farmer. 

^ I am  intere.sted  in  cotton.  I do  not  know  much  about  wheat. 
Cotton  was  selling  at  I81/2  cents  a pound  when  the  Farm  Board  took 
over  and  attempted  to  control  the  cotton  of  the  South. 

Cotton  is  selling  to-day  at  about  51/,  cents  a pound.  That  is 
a loss  of  about  $1,000,000,000  to  the  farmers  of  the  South. 

I would  be  foolish  to  attribute  all  of  that  lo.ss  to  the  Farm  Board 
or  to  its  actions,  but  I do  think  that  the  acts  of  the  P"arm  Boanl 
have  greatly  aggravated  the  situation  and  have  caused  cotton  to 
go  low'er  than  it  would  have  gone  had  there  been  no  P'arm  Board. 

Mr.  Adkins.  Will  you  explain  why  they  aggravated  that  situation  ? • 
Mr.  Williams.  I he  Farm  Board — I think  I can  explain  it  as  I 
build  up  my  statement— the  Farm  Board  attempted  stabilization, 
directly  ami  indirectly;  directly  through  buying  up  huge  quantities 
of  cotton;  indirectly  through  the  granting  of  unsecured  loans  to 
cotton  cooperatives,  on  which  the  cooperatives  to-dav  owe  the  Farm 
Board  $40,000,000  more  than  the  cotton  is  worth. 

In  attempting  to  peg  the  price  of  cotton  at  16  cents  a pound,  and 
in  granting  a 90  per  cent  advance  through  which  these  cooperatives 
got  $40,000,000  in  debt,  the  Farm  Board,  in  effect,  told  the  cotton 
farmer,  “ If  you  will  produce  a surplus,  we  will  take  it  off  your 

hands.”  And  I want  to  assure  you,  gentlemen,  that  he  produced 
that  surplus. 

Temporarily,  I freely  admit  that  the  Farm  Board  elevated  the 
price  of  cotton.  When  they  did  that,  foreign  countriei^,  with  lots 
of  areas  that  they  could  jilant  cotton  in,  at  once  started  to  see  if 
they  could  not  wrest  the  supremacy  in  cotton  from  the  South,  and  to 
a major  extent,  sir,  they  did. 

One  more  reason  why  they  have  brought  dowm  the  price  is  this. 
To-day,  gentlemen,  the  condition  of  the  farmer  raising  cotton  is 
deplorable,  of  course.  But  further  than  that,  sir,  business  is  upset. 
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I ivestors  are  not  in  the  cotton  market  with  three  and  a half  million 
biles  of  cotton  on  which  the  Farm  Board  has  a loss  of  $7;),00(),000 

0 1 1.300,000  bales,  $40,000,000  to  $o0,000,(K)0  on  2,100,000  bales,  all 
uihe(l‘i^ed  and  all  hanging  like  a sword  over  the  market;  investors 
V ill  not  enter.  I reallv  think  that  if  we  could  let  the  investing  world 
k aow  that  cotton  will  not  be  diunped  on  them,  they  would  step  in 
a id  buy  cotton  at  prevailing  prices,  because  cotton  is  cheaper  than 

a ivthing  else  I know  of.  p ^ 

Sir.  Adkins.  They  are  afraid  to  go  in  because  of  this  threat  ot  the 

1 arm  Board  holdings  over  them? 

Mr.  Williams.  Right,  sir.  And  so  are  the  foreign  merchants. 

Mr.  Chairman,  without  taking  up  very  much  of  your  time,  1 want 
t ) sav  this.  This  Farm  Board  and  its  operations  have  created  a con- 
ditioii  which  is  practically  chaotic  in  the  cotton  business.  I mean 
t lat  as  I sav  it.  Foreign  investors  and  local  investors  are  atraid  to 
tny  cotton.'  They  are  afraid  of  every  move  that  this  Farm  Board 

i:  liable  to  make.  • ^ n omaan 

The  Farm  Board  has  said  that  they  are  going  to  sell  boU,00U 

lilies  this  coming  crop  year  on  an  already  demoralized  cotton  market. 

That  650.000  bales  of  cotton  in  one  hand,  not  many  hands,  is 

s ibiect  to  one  mind  or  to  a few  minds.  There  are  about  0o0,000 

r imors  as  to  how  it  is  going  to  be  sold ; to  the  Russians  to-day , to- 

I lorrow  it  is  going  to  be  sold  to  France,  the  next  day  they  are  going 

t ) plow  up  the  third  row  and  then  they  are  going  to  shoot  the  tenth 

^ The  point  I wish  to  make,  sir,  is  what  we  need  to-day  is  confidence. 
1 think  we  are  all  agreed  on  that.  AVe  must  have  confidence,  the 
I'arm  Board  has  robbed  us  of  all  the  confidence  that  we  have  ever 

Foreifi'n  investors  and  domestic  investors  ipe  faced  with  three 
( ther  propositions.  The  debenture,  the  equalization  plan,  and  the 

I llotment  plan,  which  added  to  this  already  chaotic  condition,  simply 
• I rings  on  a situation  that  entirely  wipes  out  confidence. 

Mr.  Fulmer.  I understand  then  that  you  are  opposed  to  all  three 

c f these  plans? 

Mr.  AA^illiams.  That  is  correct. 

Mr.  Fulmer.  Have  you  any  plan  or  any  proposition  to  suggest 
A ’hereby  you  can  put  tlie  farmer  on  the  same  basis  as  industry  ? 

Mr.  AVilliams.  Mr.  Fulmer,  I can  not  come  here  and  outline  a plan 

I I put  the  farmer  on  his  feet  that  violates  as  many  economic  princi- 

i les  as  the  plan  now  in  operation  does.  . , • it 

I can  suggest  this,  in  the  nature  of  remedial  legislation,  and  t 
mean  this,  sir,  in  all  sincerity.  If  the  Farm  Board  i.s  abolished,  if 
its  stoi'ks  are  liquidated  under  a mandatoiy  provision — not  as  a 
I latter  of  discretion  or  judgment ; we  have  had  too  much  of  that 
I lit  liquidate  so  much  a day,  say  2,000  bales  a day,  the  cotton  niaikets 
< f the  South  will  pick  up  measurably,  and  I think,  sir,  at  least  1 
( ent  a pound.  And  in  time  we  will  get  rid  of  that  awful  surplus  and 
ret  it  into  channels  of  consumption  and  stop  these  carrying  charges. 

Mr.  Fulmer.  It  is  your  contention  then  that  the  farmer  can 
(ontinue  to  pay  all  these  other  charges,  tariffs  and  everything  else 
that  are  noiv  being  tied  to  him  wdthout  giving  him  some  means 
t hereby  he  may  pass  some  of  these  charges  on  to  somebody  else. 
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Mr.  AATlliams.  I think  your  farmer’s  dollar  is  worth  about  45 
cents.  The  dollar  that  he  gets  out  of  the  ground  is  only  worth  that 
much.  He  has  to  pay  in  tariffs  about  $1.21,  I think.  That  is  wrong. 
Instead  of  trying  to  elevate  by  artificial  means  prices  for  the  farmer, 

let  us  bring  down  these  other  charges. 

Mr.  Fulmer.  That  has  been  going  on  for  a hundred  years,  and  i 

have  not  yet  heard  anybody  to  come  in  and  suggest  a remedy.  AA"e 
have  got  the  highest  tariff  rates  we  have  ever  liad  and  you  propose  to 
let  the  farmer  go  on  without  any  assistance,  on  the  same  basis. 

Mr.  AATlliams.  I would  certainly  suggest  the  lowering  of  the  tariff 

first ; I would  do  that  as  a democrat. 

Air.  Adkins.  How  does  the  amount  that  has  been  carried  by 
the  Farm  Board— the  amount  of  the  surplus— compare  with  tlie 
amount  that  is  carried  in  regular  trade  in  past  years? 

Mr.  AATlliams.  The  mount  is  no  larger  than  the  amounts  carried 

by  the  regular  trade. 

Mr.  Adkins.  AAdiy  should  it  be  a menace  then? 

Air.  AATlliams.  It  is  in  the  hands  of  one  governmental  bureau. 
Ten  thousand  bales  in  the  hands  of  10  men  are  in  the  hands  of  10 
men  with  10  minds  wdio  are  liable  to  do  different  things  at  different 
times.  That  is  the  difference. 

1 thank  you  very  much,  gentlemen. 

The  statement  filed  by  Air.  AVilliams  is  as  follows: 

Statement  of  Dameeon  H.  Williams,  of  Gastonia,  N.  C.,  a Member  of  the 

American  Cocton  Shippers’  Association,  Before  the  Agricultural  Com- 
mittee of  the  House  of  Representatii’es,  May  25,  1932 

As  a member  of  the  American  Cotton  Shippers’  Association  I have  been 
asked  by  that  organization  to  come  before  you  gentlemen  to  make  a statement 
with  respect  to  House  Resolution  11SC6,  which  contains  provisions  for  the 
enactment  of  an  amendment  to  the  agricultural  marketing  act,  which  would 
at  the  discretion  of  the  Federal  Farm  Board  put  into  effect  the  so-called 
debenture,  equalization,  and  allotment  plans. 

As  cotton  merchants  of  the  South,  many  of  us  being  actively  engaged  in 
farming,  and,  as  the  niwlium  through  which  75  per  c’ent  of  the  cotton  of  the 
South  is  sold,  we  appear  before  you  now  because  of  the  fact  that  we  feel  a 
responsibility  for  not  having  appeared  during  the  hearings  incident^  to  the 
enactment  ot  the  agricultural  marketing  act.  We  feel  that  our  experience  in 
business  and  as  legitimate  merchants  could  have  enabled  us  to  have  pointed 
out  the  utter  hopelessness  of  any  substantial  relief  for  agriculture  under  this 
ncr 

The  cotton  farmers  of  the  South  are  to-day  in  a deplorable  condition.  All 
business  is  affected.  We  are  not  so  foolish  as  not  to  realize  that  a prosperous 
agriculture,  especially  prosperous  cotton  farming,  is  essential  to  prosperity  in 
general  in  the  South  and  elsewhere. 

A brief  picture  of  the  congestion  and  of  the  rapidly  mounting  surpluses  in 
cotton  brought  about  by  various  causes,  which  we  will  enumerate  below,  is 
interesting. 

When  the  Farm  Board  took  over  control,  or  attempted  control,  of  the  South’s 
cotton  crop  cotton  was  selling  for  about  18%cents  a pound.  It  is  to-day  selling 
for  about  cents,  a drop  of  nearly  13  cents  a pound,  or  approximately 
$65  a hale.  Based  on  an  average  crop  during  the  time  involved,  this  amounts 
to  approximately  a billion  dollars  loss  to  the  cotton  farmers  of  the  South. 

The  Farm  Board  is  not  responsible  for  the  entire  drop,  but  cotton  has 
dropped  faster  and  farther  than  other  comnioilities,  as  the  Table  I which  is 
given  below  shows,  and  the  Farm  Board's  activities  have  l>eeii  a major  factor 
in  bringing  about  this  situation. 
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Ordinary  carry-overs  of  cotton  from  one  season  to  another  approximate  five 
to  SIX  million  hales,  ^\e  to-day  have  a carry-over  of  approximately  14  000  (MX) 
bales  or  ecpial  to  an  entire  year’s  crop  of  American  cotton. 

Prior  to  the  Farm  Board's  attemriting  control  of  this  crop  of  cotton,  which  is 
sold  throughout  the  world,  the  South  stood  alone  in  world  supremacy  in 
respect  to  cotton.  Just  what  happened  what  the  Farm  Board  attempted  to 

control  the  world  prices  in  America  is  .shown  by  the  following  fitmres.  taken  from 
lablo  II,  below: 

In  1026-27  the  cotton  (onsumed  outside  the  United  States  was  47,5  per  cent 
American.  ^ 

In  1027—28  it  was  48  per  cent  American. 

In  1928-20,  just  prior  to  the  Farm  Board’s  entrj^  into  the  business,  it  was 
44.6  per  cent  American. 

In  1929-30,  when  the  Farm  Board  got  into  active  operation,  the  percentage 
dropped  to  40.1  per  cent. 

In  1930-31  we  supi)lied  only  34.3  per  cent  of  the  consumption  outside  the 
I nited  States. 

Tile  result  of  this  was  that  foreign  buj'ors,  consuming  a 50  to  60  per  cent 
propiirtion  of  our  crop  ordinarily,  at  once  made  serious  and  effective  attempts 

to  utilize  and  increase  uncontrolled  supplies  and  to  wrest  from  the  South  its 
supremacy. 

The  South’s  cotton  must  compete  with  that  grown  in  many  foreign  countries 
Ihe  relationship  between  Indian  cotton  and  that  of  the  United  States  gives 
us  an  idea  of  the  effect  of  Farm  Board  operations  in  supplanting  American 
cotton  with  Indian  cotton.  As  an  ordinaiy  proposition  Indian  cotton  .‘ihoiild 
.sell  at  around  80  per  cent  of  the  value  of  American  cotton  in  Liverpool  based 
upon  spinning  quality.  The  activity  of  the  Farm  Board  in  attempting’ to 
stabilize  the  price  of  American  cotton,  while  Indian  cotton  was  without  this 
hamiiering  influence,  resulted  in  a relationship  ranging  from  Cl  to  70  per  cent 
of  American  values  with  the  result  that  American  exiiorts  were  abnormallv 
restricted.  Tliis  continued  until  about  the  beginning  of  thi<  season  when  the 
accunmlation  of  cotton  by  the  hoard  and  the  discontiunaiice  of  its  stabilization 
efforts  resulted  in  a reaction  of  the  opposite  extreme,  so  that  during  this  season 
American  cotton  has  sold  almost  at  the  level  of  Indian  cotton,  and  exportation 
.nnd  consumption  have  greatly  increased.  The  general  re.^nlt  has  been  that 
larm  I.oard  activities  restricted  consumption  of  Vinerican  cotton  at  previous 
liigh  levels  and  are  forcing  it  into  the  market  at  existing  levels  winch  renreseiit 
[►riu'tical  insolvency  for  the  southern  farmer. 

To  a cotton  man  forced  to  compete  in  the  cotton  markets  of  the  world  and 
forced  to  take  cognizance  of  the  risks  and  pitfalls  of  the  business,  the  position 
of  the  Farm  Board  and  its  controlled  subsidiaries  in  cotton  is  such  that  to-dav 
I can  find  no  adequate  words  to  describe  it. 

The  Farm  Board  owns  L3(X),0fl0  hales  of  stabilization  cotton  on  which  it 
has  lost  in  excess  of  $75,000,000. 

Tlirough  tlie  medium  of  unsecured  loans  to  its  subsidiary  cotton  cooperatives 
It  controls  2.100.(Xt0  bales  of  short-staple  cotton,  on  whicli  it  is  admitteil  that 
the  cooperatives  owe  the  hoard  .$40,000.00  more  than  the  cotton  is  wortli  In 

addition,  the  cooperatives  owe  their  own  rnemhers  $10,0(^)0.(XK)  on  tins  amount 
of  cotton. 

At  $0  per  bale  per  year  the  carrying  charges  alone  on  this  approximate 
three  and  one-half  million  bales  of  cotton  are  $21,000,000  a year 
This  tremendous  stock  is  serving  to  depress  the  price  of  cotton  It  lianas 
above  the  market  in  amounts  calculated  to  upset  Imsiness  here  and  abroad 
It  IS  unliedged  and  donhtle.ss  can  never  he  hedged  in  its  present  position. 

After  much  urging,  the  Farm  Board  recently  came  out  with  a statement 
that  the.v  would  sell  6.o0,000  hales  of  this  stock  this  coming  .year  The  exist- 
ence of  this  stock,  the  evident  un\villingne,«s  of  the  hoard  to  adopt  any  sound 
method  of  li<iuidation,  and  its  tremendous  size  are  affecting  the  price  of 
cotton  in  an  abnormally  adver.^e  manner. 

The  fundamental  reasons  bringing  about  this  deiilorahle  condition  lie  in  the 
fallacious  conception  of  economics  upon  which  the  marketing  act  is  based 
It  authorized  stabilization  whereliy  it  hoped  to  arbitrarily  elevate  Vmerican 
prices  above  world  price.s.  It  concentrated  in  the  hands  of  political  appointees 
unacquainted  with  practical  marketin.g,  powers  of  di.scretion  and  of  judgment 

which  have  resulted  in  the  bringing  about  of  the  chaotic  condition  I have 
referred  to. 
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Large  lioldiugs  of  any  commoiulity  in  the  liamU  of  a poliriral  organization 
always  constitute  a menace.  This  much  cotton  in  the  bands  of  many  people 
of  many  niiiios  and  opinions  controlled  by  ecoiKunic  motives  would  not  con- 
fititute  a menace. 

The  experiment  with  stabilization  has  adeciuntely  sbown  that  we  can  nor 
from  Washington  liope  to  operate  a Government<^ontrolle<I  and  Governmem- 
operated  commodity  business  and  accomplish  any  oilier  result  than  complete 
demoralization  of  the  inarktqs  of  the  world,  to  tiie  great  harm  of  the  pr(Kluc*f‘r. 

Instead  of  additional  legislation,  wliat  is  needed  immediately  to  restore 
confidence  in  cotton  values  is  repeal  of  this  particular  act  coupled  with  a 
mandatory  and  gradual  method  of  li<iiiidation  of  the  trememlous  lioldings  of 
cotton. 

Plven  cooperative  marketing  as  a i>ussible  means  of  improving  tlie  lot  of  *^iie 
farmer  has  been  injured  rather  than  aided  by  the  agricultural  marketing 
act  and  the  Farm  Board. 

equalization  fee  plan 

Frankly,  gentlemen,  we  view  wdth  amazement  the  action  of  the  Senate  com- 
mittee in  ordering  this  bill  reported.  Such  political  maneuvering  may  appeal 
to  the  political  farmers  here  in  Washington,  but  the  fanners  who  are  engage<l 
in  agriculture  are  not  going  to  be  fooled  and  are  not  going  to  have  any  furtiier 
relief  schemes  foisted  on  to  them  without  forcible  and  violent  expre^ssions  of 
disapproval.  We  further  realize,  and  are  ourselves  suffering  from,  the  serious 
conditions  that  confront  the  cotton  farmers.  It  is  an  ast(mishing  fact  that  the 
only  advocates  of  a hill  whicli  concerns  itself  entirely  with  marketing  are 
permanent-salaried  officials  of  the  three  general  farm  organizations  who  have 
notliing  to  do  with  inaketing.  The  cotiperatives  who  are  engaged  in  market- 
ing have  themselves  labeled  this  comiK»site  hill  “ the  hydra-headed  monster." 
Isn’t  it  rather  strange  that  the  American  Farm  Bureau  Federation  selectinl  the 
equalization  fee  plan  as  the  only  remedy  for  the  fanners’  illsV  Tliat  the  Na- 
tional Grange  found  the  expoit  debenture  the  only  possilde  medicineV  And  that 
the  farmers’  Union  chose  the  domestic  allotment  plan  to  vend  to  Congress  and 
the  farmers?  Nostrums  are  easily  sold  to  sick  patients,  hut  each  of  these  semi- 
political  organizations  selected  a different  medicine  in  order  to  avoid  atriudiing 
itself  to  the  tail  of  the  kite  of  one  of  the  others.  With  each  insisting  That  its 
proposal  wms  alone  efficacious,  little  progress  was  made,  and  when  congressional 
committees  urged  these  organizations  to  get  together,  they  simply  put  all  three 
proposals  in  one  bill  and  delivered  this  hodgeyiodge  on  your  doorsteps. 

These  three  organizations  can  undoiihte<Uy  put  on  a goo^l  sbow,  and  they 
appear  constantly  on  every  measure  remotely  related  to  agriculture.  But 
written  into  the  hill  before  yon  is  the  admission  that  they  do  not  reitresenr 
the  cotbui  farmer.  In  Se<*ti<*n  15  (2»  of  tlie  hill  beginning  on  line  15  the  bill 
provides  that  in  the  case  of  cotton  “processing”  means  any  mannfacTuring 
“other  than  ginning”:  that  sale  means  any  disi)Osition  “other  than  ginning," 
and  so  on  thnmghont  the  hill.  Could  there  he  any  franker  admission  thar  tlie 
advoc'ates  of  the  measure  are  well  aware  of  tlie  fact  that  The  cotrttn  farmer^ 
would  virtually  revolt  if  they  became  aware  that  the  etpialization  fee  was 
being  collected  from  them?  Everybody  admits  the.v  will  hear  it,  hut  the 
advaioutes  of  the  measure  wisli  to  conceal  his  fact  from  them.  The  ori,ginaI 
plan  was  to  collect  the  fee  direct  from  the  fanner  so  as  to  bring  home  to 
him  the  effect  of  overproduction,  hut  its  advocates  soon  found  the  reaction  to 
that  proi)osal.  If  the  farmers  want  to  tax  themselves  in  this  way,  it  ought 
to  he  collected  at  the  gin  as  part  of  the  ginning  costs  and  the  fanner  ought 
to  Ih^  well  aware  of  the  fact  that  he  is  paying  it.  To  tax  them  otherwise 
w’ould  he  the  rankest  cowardice.  This  situation  could  not  Ik>  iiicturf'd  better 
than  it  is  in  the  testimony  of  lion.  Tom  Connally,  Senator  from  Texas.  luTore 
this  commitee  in  1928,  when  he  said: 

I have  been  down  mixing  among  the  farmers.  They  are  not  fools:  they 
are  not  all  being  fooled  by  these  maneuvers  of  political  farmers  up  here  iii 
Washington.  There  is  a whole  lot  of  difference  hetwHui  a higli-salaried 
lobbyist,  wliose  job  will  play  out  as  soon  as  real  relief  is  granted,  and  the 
farmer  hack  home  who  works  on  tlie  farm  with  his  liands. 

* * * * :j:  # 

“Gentlemen,  that  equalization  foe  is  beautiful  in  theory.  The  gentleman 
from  South  (''arolina  a.sked  a (luestiou  tliere  which  is  splendid,  he<*ause  the 
theory  of  the  equalization  fee  is  that  tliis  omniscient  all-i>owerfnI.  all-wiso 
hoard  is  going  to  know  just  exactly  when  the  market  retiuires  that  tliey  pop 
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>n  tlio  l>o  so  as  to  reduce  production  and  rejiulate  it.  That  is  a beautiful 

iieory.  lUif,  irentlenien.  it  will  not  work;  it  i.s  not  workable.  To  tax  eacli 

>ale  of  cotton  from  .^10  to  $2").  and  turn  tlie  farmer’s’  money  over  to  some  one 

dso  t(»  siK'iid  will  not  relieve  tlie  farmer  of  anytlnn^  except  liis  money.  You 

ell  me  tiiat  the  farmer  who  jroes  up  to  sell  a bale  <»f  cotton  or  who  goes  up  to 
'Cll  a l>ushel  of  wheat — I am  not  talking  about  these  professional  farmers,  these 
»ook  farmers,  wlto  draw  big  salaries  to  agitate  and  propagan<lize.  but  I am 
alking  about  the  fellow  who  raises  wheat  and  corn  and  cotton.  Y"ou  can  not 
ell  me  that  he  favors  the  equalization  fee.  I am  talking  about  the  man  who 
loes  not  belong  to  the  cooperatives.  If  he  wanted  to  join  the  cooperatives  he 
vould  join  it.  Hut  a great  many  peo])le  in  this  country  do  not  believe  in  that; 
he.^■  \\ant  to  run  their  own  business;  they  want  to  sell  their  own  stuff  in  their 
»wn  way. 

“ I can  see  that  fel^^^v  in  Texas  who  has  raised  only  aliont  tliree  hales  of 
Hdttm.  In  the  fall  lie  takes  a hale  of  it  up  to  the  gin  and  gets  it  under  tlie 
nicker  an<l  begins  to  serutcli  the  cotton  up  the  hh'Wjiipe.  About  that  time  a 
lovertiment  inspector  comes  out  to  collect  the  etpialization  fee.  He  says,  ‘ Hold 
>n.  Don’t  begin  to  gin  ties  cotton  yet.  Have  you  pai<l  the  eipialization  fee?’ 
The  fellow  says.  * VVliat?  WImt  <li<l  yon  say?’  ‘Why,  the  $10  to  $25  equaliza- 
iou  fee  on  this  hale  of  cotton.’  or  $15  or  $20.  ‘What  is  that  for?’  ‘That  is 
ho  new  farm  reiii'f  [U’ovided  in  the  farm  relief  hill.’  [Laughter.]  He  says, 
What  did  yon  say—  farm  what?'  'Farm  relief;  farm  relitd'  hill.’  'I  have 
lever  joined  nothing  like  that.’  ‘No;  I know  you  didn’t,  but  your  (’ongressman 
oined  for  you.’  [ I..aughter.]  ‘The  devil  he  did.’  [Laughter.]  *’ 

The  etiiializutioii  fee  ])laii  offers  no  benefits  to  the  cotton  fanner, 
lefore  the  Farm  Board  started  accumulating  it,  more  than  half  of 
he  })ro<hiction  of  American  cotton  was  exported.  And  American 
*ott(m  occupies  a dominant  position  in  world  markets.  The  ])resent 
nil  does  not  expressly  authorize  the  sale  of  cotton  or  other  farm 
)roducts  abroad.  It  sim])ly  authorizes  the  withholding,  purchase, 
md  dis])osal  of  a commodity.  We  have  already  had  sufficient  experi- 
MHT  with  Avithliolding  under  the  present  act.  The  cost  to  the  Treas- 
iry  on  cotton  alone  at  present  prices  approximates  $140,000,000,  and 
mder  the  equalization  fee  plan  this  would  come  out  of  the  farmer's 
)rice.  In  spite  of  this  great  cost  the  price  of  cotton  has  fallen  to 
•ecord  lows. 

Oil  the  other  baud,  if  the  cotton  were  forced  into  world  markets,  the  cost 
vould  exceed  the  profit,  since  any  increase  in  domestic  price  would  he  eaten  ui) 
>y  the  decline  in  world  prices.  Uule.ss  some  schejne  were  arranged  to  com- 
lensate  thmu,  domestic  mills  could  not  retain  any  export  market  and  that  inucli 
uore  labor  would  be  deprive<l  of  its  purchasing  i>ower. 

We  do  not  pretend  to  speak  for  other  commodities,  but  we  do  know  cotton 
iiid  we  say  that,  so  far  as  cotton  is  concerned,  the  equalization  fee  plan  would 
>e  utterly  useless  except  for  the  purpose  of  forcing  farmers  into  cooperatives 
(gainst  their  will.  That  this  would  l>e  the  result  is  frankly  stated  hy  Mr. 
y Neale  in  his  testimony  before  this  committee  on  January  12,  19B2,  at  page 
► of  the  report : 

“It  now  remains  to  touch  briefly  upon  the  effect  that  the  eiiualizat ion  fee 
l»lan  would  have  upnu  the  cooperative  movement.  Without  intending  to  de- 
i cribe  all  the  beneficial  effects — and  I can  see  no  harmful  ones  whatever  that 
he  fee  plan  would  have  upon  cooperative  organizations — may  I.  for  the  sake 
)f  brevity,  enumerate  only  a few.  It  would  work  as  the  present  Federal  FaVin 
Board  and  the  terminal  sales  agencies  are  working — through  cooiMU'atives. 
These  cooperatives  as  a result  would  get  a larger  profit  to  be  prorated  at  the 
md  of  the  year.  This  profit  would  go  to  the  memher,  not  to  the  nonmemher, 
wen  though  considerable  quantities  of  nonmeiiiber  commodities  might  he 
landled.  Consequently,  a nonmemher  whose  commodity  wouhl  he  helping  to 
idd  to  the  income  of  the  cooperatives,  Imt  who  would  be  getting  none  of  the 
Drorated  dividend  at  the  end  of  the  year  would  be  induced,  but  not  compelled. 
;o  join  the  cooi)oratives.  This  would  undoubtedly  cause  a gradual  drift  of 
neml>ers  into  the  cooperative  organizations  as  their  commodity  would  be  re- 
-[Uirod  to  bear  the  fee  whether  they  were  in  or  out,  and  only  by  getting  in  could 
hey  enjoy  the  fullest  measure  of  profit  from  the  sale  of  their  commodity. 
>elf-interest.  therefore,  would  lead  farmers  to  join  the  co-ops.” 
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Doubtless  these  so-ealle<i  “voices  of  the  farmer"  are  led  to  r-uoh  exiremes 
as  the  equalization  i)lan  and  kintlred  measures  because  ot  tlie  tact  tlmt  the 
cotton  farmer  is  showing  no  inclination  to  align  himself  voluntarily  ivith  then 

organizations  through  the  medium  of  cooperative  marketing. 

Prior  to  the  Farm  Board's  taking  over  the  cooiH'ratives  in  South  ( aioliiia, 
for  instance,  the  farmers  were  putting  3.U  per  cent  of  their  cotton  into  coopera- 
tives, a relatively  small  amount.  Since  taking  the  dose  ot  Farm  Board  medi- 
cine thev  are  now  putting  about  3.2  i>er  cent  into  cooperatives.  , , 

In  the  countv  next  to  the  one  in  whicli  I live,  iii  North  t arolina.  ( le\ eland 
County,  an  article  in  the  local  pai>er  claimed  that  only  1.0(10  to 
of  cotton  were  being  put  into  cooixn-atives  this  year,  as  compaied  to  13,000 
to  15  000  last  year.  In  Georgia,  I am  informed,  the  cotton  cooperatives  have 
received  tliis  year  some  55,0(KJ  bales  out  of  a total  crop  of  in  excess  uf  a million 

^ In  Texas,  according  to  the  report  of  Texas  cooperatives,  they  had  rt'ceiyed 
of  the  Texas  crop  a little  more  than  474, (XX)  bales  out  of  a total  crop  "bj.cn 
averages  from  three  and  one-lialf  to  live  million  bales.  Of  tins  474,000  bales,  o.  3 
per  cent  came  under  the  bead  of  the  " immediate  fixation  pool,  whieli  apparentl> 
is  just  another  method  of  buying  cotton  ouirighi  umler  the  guise  of  eouixnative 
marketing  financed  from  the  United  States  Treasury. 


KXPOUT  DKIIEMUKE 

From  the  point  of  view  of  eotton  the  export  dehenture  i»iaii  might  he  of 
some  assistance,  imt  tlie  cost  to  the  Federal  treasury  will  he  in  excess  ot  the 
benefit  to  the  farmers.  On  raw  cotton  alone  at  4 cents  per  pi.und  the  cost 
wouhl  he  about  $15(1,000,4100  per  year  and  all  that  is  reasonahle  to  exi^ect  is 
that  the  fanners  will  get  about  bait  <>f  tliis  wliile  the  remainder  will  go  to 
lower  prices  in  world  markets.  The  adoption  of  this  plan  would  result  in  an  im- 
mediate loss  to  American  exporters  and  to  mills  having  stocks  of  coiioii  aliruad 
of  tlte  amount  of  the  del'euture.  Fear  of  such  a measure  has  alreadx  reuuced 
foreign  port  and  mill  stocks  to  unusually  low  levels,  and  if  this  committee  re- 
ports out  this  measure  and  tliere  api>ears  a serious  pcssihiiity  of  its  hecomiiig 
law,  those  stocks  will  not  he  replenished  untd  the  export  dehenture  goes  into 

Once  the  measure  goes  into  effect  it  will  not  tiarticulavly  altect  tlie  maiketing 
ot  cotton  except  as  agitation  with  references  to  changes  proves  unsettling,  hut 
it  will  not  restore  to  the  eottoin  fanner  an  iota  of  tlie  tribute  exacted  Iroiu  him 
hy  high  industrial  tariffs.  If  these  great  farm  Iniders  were  sincerely  inter- 
ested in  the  farimu-  they  would  direct  their  efforts  to  reduction  of  that  mon- 
strous burden  instead  of  trading  for  a lew  crumbs  frtun  tiie  higb  taiiif  table. 
But  political  appointments  with  which  many  of  the  leaders  have  l>een  favored, 

are  not  obtained  in  tliat  way.  ^ . . 

Mr.  J.  W.  Garrow,  chairman  of  the  economics  committee  ot  this  association 

addressed  a letter  to  the  chairman  of  this  committee  on  March  8 dealing 
primarily  with  this  subject  which  if  possible  1 should  like  to  have  made  a part 

of  this  record. 

iMtMESTU'  AIXOTMEM  PLAX 

The  third  proiKtsal  advanced  in  H.  R.  118G6  has  been  popularly  known  as 
a Domestic  Allotment  Plan.  As  contained  in  this  hill  it  authorizes  the  Farm 
Bottl'd  to  determine  tlie  tunount  of  cotton  needed  for  dtunestic  ctmsumiitioiu 
the  cost  of  producing  tlmt  cotton  (including  Itihor  tiiul  ndurn  on  in\  estimuit  i , 
and  to  rcHpiire  tlmt  sucli  portion  tis  is  nee<led  for  d<*mestic  <<»nsuinption  he 
sold  at  a price  not  less  tlmii  the  cost  of  pro<luction.  1 he  remaimier  niiist  lie  ex- 
ported or  otherwise  disposed  of  outside  of  the  domestic  market. 

As  iiicorponited  in  this  hill,  no  metiiod  is  providetl  for  alloting  to  the  in- 
dividual protlucers  their  share  of  the  domestic  consumptimi.  1 sliould  like  to 
have  the  opportunity  of  appointing  a few  of  my  worst  enemies  on  the  hoartl 
which  is  to  settle  the  amount  of  cotttai  which  the  individual  fanner  is  to 
he  allowe<l  to  sell  in  the  domestic  market,  ami  I can  guarantee  a few  lirst-class 
riots  when  it  comes  to  distriluUing  these  quotas. 

The  proposal  advam-ed  hy  Mr.  Wilscm  before  the  Senate  committee  would 
give  to  the  individual  farmer  or  farm  a transferable  certificate  enliiling  him 
to  sell  cotton  reiu'eseiitod  thereby  to  a mil!  for  domestic  ctm^umption.  Iho 
mill  is  required  to  purcliase  such  a certificate  for  eacii  hale  of  cotton  (Minsumed 
hy  it.  ’’i'he  <listrihution  of  tliese  certificates  among  tlie  produ<-ers  offers  all 
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he  (lifticulties  that  any  otiicr  system  of  quotas  whici»  has  been  proposed 
•resents.  It  would  re<iuire  an  army  of  administrators  far  in  excess  of  the 
•resent  stalT  of  the  Bureau  of  Internal  Kevenue,  and  an  enforcement  corps 
n excess  of  tiiat  utilized  in  the  attempt  to  enforce  national  prohibition.  You 
A’ould  have  bootleg  cotton  as  well  as  bootleg  liriuor.  Unfortunately,  too,  poli- 
ic.s,  local  and  national,  would  be  involved  in  the  assignment  of  quotas,  and 
nireaucratic  control  far  in  excess  of  airything  this  country  has  ever  known 
A'ould  be  required.  Since  domestic  mills  would  be  compelled  to  pay  the  arti- 
ifially  fixed  i»rice  consumption  would  be  restricted  and  increased  amounts 
orceil  into  export  carefully  bringing  down  the  world’s  price  levels.  This 
.voiild  offset  the  gain  from  domestic  prices. 

We  have  not  previously  mentioned  the  <iuestion  of  constitutionality  with 
■efercnce  to  these  three  proimsals.  The  e<iualization  fee  plan  as  imparted  in 
his  bill  is  not  in  any  of  its  major  essentials  dilTerent  from  that  previously 
retoed  upon  two  occasions  by  President  Uoolidge  and  which  the  Attorney  Gen- 
U’al  of  the  UniP^I  States  has  declared  to  be  undoubtedly  unconstitutional  as 
■onstituting  an  illegal  delegation  of  powers  and  an  unconstitutional  attempt  to 
ix  prices.  If  liis  opinion  was  so  positive  with  reference  to  previous  bills, 
t would  be  eipuilly  positive  with  regard  to  the  present  bill,  which  requires 
lie  Farm  Board,  on  page  3 beginning  at  line  4,  to  arrange  to  secure  cost  of 
•roduction  for  that  portion  of  tlie  crop  sold  in  the  domestic  market.  It  would 
>e  e<iuaily  positive  with  reference  to  the  provisions  of  title  3 on  page  18  pro- 
dding that  the  domestic  portion  shall  enter  commerce  at  a price  per  unit  not 
ess  than  the  cost  of  production  of  such  commodity. 

We  are  not  concerned  solely  with  the  question  of  the  provisions  of  this 
)ill  becoming  law.  We  are  convinced  that  the  President  would  be  required  in 
he  observance  of  his  constitutional  oath  to  veto  the  bill  if  it  passed,  and  we 
ire  advised  that  should  the  bill  become  law  its  provisions  could  never  be- 
M.ine  etTective,  in  view  of  their  undoubted  uiiconstitutionality.  But  tlijs 
not  the  sole  question  which  troubles  ua  Agitation  of  such  measures 
las  had  and.  if  it  receives  serious  consideration  by  Congress,  will  liave 
ui  additional  serious  effect  upon  sales  of  American  cotton.  Each  time  some 
^tep  is  taken  with  reference  to  a measure  of  ttiis  type  additional  obstructions 
ippear  to  sales  to  foreign  spinners  as  well  as  our  domestic  mills  who  would 
Dse  ah.solutely  all  of  their  foreign  trade  if  either  the  equalization  fee  plan  or 
he  domestic  allotment  plan  as  embodied  in  this  bill  should  pass. 

We  have  not  attempted  to  go  into  detail  with  respect  to  this  bill.  Allowances 
>f  time  and  the  question  of  your  patience  have  rendered  this  impossible.  We 
)|)pose  it,  however,  in  practice,  since  we  think  it  based  on  the  same  fallacious 
u-inciples  as  is  the  agricultural  marketing  act.  Therefore,  should  the  bill 
H*  enacted  into  law  we  could  look  forward  to  the  same  problems,  the  same 
•bans,  and  the  same  bureaucracy  now  obtaining. 

This  has  been  a partial  presentation  due  to  the  fact  that  committees  within 
)ur  (trganization  who  have  had  the  time  to  study  the  problem  have  not  had  the 
ime  to  get  here.  We  therefore  are  very  anxious  that  we  be  given  an  oppor- 
unity  to  set  up  detailed  facts  in  opi)osition  to  this  bill  should  there  be  a cbanee 
*or  further  appearances  before  it  is  acted  upon  by  the  House. 

In  gimeral,  I am  of  the  belief  that  Congress  can  render  a distinct  service  to 
igriculture  if  it  will  abolish  the  Farm  Board,  provide  for  an  orderly  liquidation 
*f  its  st(K*ks,  and  grant  to  agriculture  the  right  to  buy  its  prctducts  other  than 
inder  an  unwieldy  tariff  system  which  in  a large  measure  is  resi>»nsible  for 
naiiy  of  agriculture’s  ills. 

1 do  not  set  myself  up  as  the  voice  of  the  farmer,  nor  do  I think  that  those 
>refessional  organizers  who  have  been  before  you  have  any  right  to  say  that 
hey  represent  the  farmer,  since  the  facts  are  quite  to  the  contrary. 

If  I may  sum  up  in  a paragraph  the  situation  with  resi>ect  to  this  new  bill, 

would  say  that  if  the  Farm  Board  is  intrusted  Avith  the  putting  into  eft'eict 
it  their  (•ption  these  three  measures,  we  would  simply  have  a case  of  making 
in  already  uncertain  condition  utterly  chaotic. 
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Table  l.—Jtidt  x numbers  of  prices  of  cotton,  farm  prodiu-ts,  and  all  crminwdities 

in  the  United  States 

[Average  1026-1929  = 100.  All  figures  are  monthly  averages] 

In  the  following  table  tlie  actual  prices  of  cotton  are  the  average  prices  of  middling 
upland  spot  cotton  at  the  10  designated  southern  markets.  The  index  numbers  of  cotton 
are  based  on  these  prices.  The  index  numbers  of  farm  products  and  (»f  all  commoditie.s 
are  computed  from  those  of  the  United  States  Bureau  of  Labor  Statistics  by  converting 
the  latter  from  the  base  1926=100  to  the  base  1926-1929  = 100.  h 

The  10  designated  southern  markets  from  which  cotton  prices  ha\e  been  taken  ana 
averaged  for  use  in  this  table  are  Norfolk,  Augusta.  Savannah  Montgomery,  Memphis. 
Little  Rock,  Dallas,  Houston,  Galveston,  and  New  Orleans.  These  markets  hav'e  been 
designated  bv  the  Secretary  of  Agriculture  as  those  from  which  quotations  on  the  various 
grades  and  staples  of  cotton  are  taken  daily  and  averaged,  these  averages  being  used  in 
determining  the  differences  for  grade  and  staple  allowed  in  deliveries  on  lutures  contracts. 


Period 


Average  1926-1929. 


1926 


August 

September. 

October 

November. 

December- 


1927 


January 

February.. 

March 

April 

May 

June 

July 

August 

September 

October... 

November 

December. 


1928 


January 

February. 

March 

April 

May - 

June 

July 

August 

September 
October --- 
November 
December. 


1929 


January 

February.. 

March 

April 

May - 

June - 

July 

August 

September 

October... 

November 

December. 


1930 


January... 
February - 

March 

April 

May - 

June 

July 

August 

September 
October. .. 
November 
December 


.\ctual 
price  of 
cotton 

Index 
number  i 
of  cotton  ' 

Index 
number 
of  farm 
products 

Index 
number 
of  all 
commod- 
ities 

17.71 

100  ^ 

100 

100 

17-6.5 

99.7 

94.8 

101.7 

15.96 

90.1 

96.8 

102.3 

12.40 

70.0 

95.5 

102. 1 

12.  17 

68.7 

92.3 

101.0 

11.81 

66.7 

92.5 

100.5 

12.  V 2 

71.8 

94.1  ' 

99.  1 

13. 45 

75.9 

93.0 

98.4 

13.  74 

77.6 

91.8  ' 

97.2 

14.08 

79.5 

91.9 

96.6 

15.38 

86.8 

93.9 

96.7 

16.10 

90.9 

94. 1 , 

96.6 

17.  34 

97.9 

95.2 

96.8 

19. 16 

108.  2 

99.7 

97.7 

21. 19 

119.6 

103.3 

98.9 

20.  35 

114.9 

102.4 

99.2 

19. 74 

111.5 

101.7  ; 

98.9 

18.99 

107.2  ' 

101.8  ' 

99.0 

18. 44 

104.1 

1 

103.4 

99.0 

17.60 

99.4 

101.9  , 

98.4 

18.  76 

105.9 

100.9  ! 

98.0 

19.  76 

111.6  , 

104.9 

99.2 

20.  54 

116.0 

107. 1 

1 100. 1 

20. 82 

117.6  ! 

104.0 

1 99.3 

21.25 

120.0 

105. 8 

100.0 

18.  72 

105.7 

104.2 

100.2 

17.  72 

100. 1 

106.  1 

101.2 

18.46 

104.2 

‘ m.  8 

99.3 

18. 70 

105.6 

99. 1 

98.4 

19. 07 

107.7 

; 101.0 

98.4 

18.88 

106.6 

103.3 

1 98. 5 

18.86 

106.5 

102.8 

1 97.9 

19.  78 

111.7 

104.5 

^ 98.7 

18.  95 

107.0 

' 102. 3 

98.0 

18.  23 

102.9 

99.6 

' 97.2 

18. 36 

103.7 

, 100.7 

97.7 

18.29 

103.  3 

104.9 

99.  1 

18.04 

101.9 

' 104.8 

: 98.9 

18. 01 

101.7 

103.9 

98.7 

17. 62 

99.5 

101.4 

97. 6 

16.  75 

94.6 

98.6 

96.0 

16.64 

94.0 

99.4 

95.  8 

16.  56 

93.  5 

98.5 

P5.0 

15. 11 

85.3 

95.6 

93.9 

14.  74 

83.2 

92.3 

92.6 

15. 40 

87.0 

93.4 

92.4 

15. 12 

85.4 

90.7 

91.2 

13.21 

74.6 

86.7 

89.1 

12.  21 

68.9 

81.0 

86.7 

n.  14 

62.9 

82.8 

86.6 

10. 15 

57.3 

83.2 

86.7 

9.  82 

55.5 

80.4 

85.2 

10.09 

57.0 

77.3 

S3.  5 

! 9. 16 

1 51.7 

73.3 

. 81.8 
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Tabt.e  1. — Index  nurnhers  of  prices  of  cotton,  farm  p odwts,  and  all  commodities 

in  the  United  States — Continued 


Period 

Actual 
pri-'e  of 
cot  t on 

Index 
number 
of  cotton 

Index 
number 
of  farm  , 
products  j 

Index 
number 
of  all 
commod- 
ities 

1931 

9.  37 

52.9 

71.3 

80.3 

10. 12 

57. 1 

68.3 

78.9 

10. 15 

57.  3 1 

68.8  1 

78.0 

9.50 

53.6 

68.3 

76.8 

8.70 

49- 1 

65.4  1 

75.2 

S.  42 

47.5 

63.8 

ii.  0 

8.  66 

48.  9 

63.3  ! 

73.9 

6.57 

37.  1 

61.9  1 

74.0 

5.  S3 

32.9 

59  0 1 

73.  1 

5.  75 

32.5 

57.3  1 

72.2 

5.  95 

33.6 

57.  2 

72. 1 

5.  78 

32.6 

54.3 

70.4 

1932 

6.  15 

34.7 

51.5 

69.  1 

6.  40 

36.  1 

49.3 

68. 1 

6.  44 

36.4 

48.  9 

67.8 

5.  S3 

32.9 

1 0) 

(0 

1 Not  yet  available. 

Source:  New  York  Cotton  Exchange  Service. 


Table  II. — Conipariso^i  of  cofiA'iimptio7i  of  Ameriean  cottoji  atid  fordf/u  cotton 

outside  of  the  U^iited  States 

(In  thousands  of  bales] 


Ameri- 

can 

Foreign 

Total 

Percent- 

age 

1925-26 

A ncni^t-.T^miarv  . . . - 

4. 162 
3,  672 

4,  845 
5. 125 

9,  007 
8. 797 

46.2 

41.7 

February-July - - 

Full  season 

7,  834 

9. 970 

17,  SOI 

44.0 

1926-27 

Antni'sf  .Tanuftrv  

4, 138 
4,  730 

4, 975 
4, 818 

9. 113 
9.  548 

45.4 

49.5 

February-July - 

Full  season - 

8. 868 

9. 793 

18. 661 

47.5 

1927-28 

nDTj<jf-.TaTinftrv  . . . . 

4.  817 
4,  224 

4,  579 
5, 182 

9.  396 
9,  406 

51.3 

44.9 

February-July 

FuU  season 

9.  (Ml 

— 

9,  761 

18,  802 

48.0 

1928-29 

A iiaiict'  .Tfiniiftrv  ................... 

4. 345 
4,103 

5, 139 
5,  372 

9, 484 
9,475 

45.8 

43.3 

February-July - 

Full  season - - 

8,  448 

10,511 

18. 959 

44.6 

1929-30 

Antm«;t  .Tnntiftrv  .............. 

3,  898 
3.  320 

4,917 
5, 872 

8.815 
9. 192 

44.2 

36.1 

Ff»V»rtiGrv  Tnlv  ....................... 

Full  season 

7, 218 

10,  789 

18, 007 

40.  1 

1930-31 

.TaniiArv  . ...  ............... 

3,006 
3, 023 

5, 910 
5,  605 

8,916 
8, 628 

33.8 

35.0 

Feb  riiary- J uly - 

Full  RPA<50n  ... 

6.  029 

11,515 

1 

17,  544 

34.3 

Source;  New  York  Cotton  Exchange  Service. 


FARM  MARKETING  PROGRAM 


37 


American  Cotton  Shippe:b8  Association, 

MemphiSy  Tenn.y  Mmcdi  8.  1932. 

Plon.  Marvin  Jones, 

Vhainmn  Committee  oyi  Agriculture, 

House  of  RepreseniativeSy  Washington^  D.  C. 

Dear  Chairman;  Recotmizing  tliat  measures  of  the  type  called  the  export 
debenture  and  equalization  fee  plans  are  of  the  highest  iinportaiure  to  the 
individual  businesses  of  its  members  which  include  most  of  the  cotton  mer- 
chants and  exporters  of  the  South,  the  American  Cotton  Shipi>ers  Association 
created  some  time  ago  committees  to  study  these  plans — both  in  respect  to  the 
effect  on  the  cotton  trade  and  upon  the  cotton  farmer.  It  is  impossible  to 
present  more  than  a summary  of  their  views  at  this  time,  and,  bef<>re  an> 
measure  of  this  nature  is  reported  out,  a hearing  before  the  committee  is 

respectfully  requested.  , . 

The  purpose  of  the  export  debenture  plan,  and  other  similar  proposals,  is  to 

raise  hv  legislative  means  the  price  that  the  American  farmer  gets  for  those 
of  his  crops  that  are  partially  export  crops.  This  is  justified  upon  the  ground 
that  the  farmer’s  cost  of  living  and  producing  is  elevated  by  import  duties  im- 
posed for  the  benefit  of  manufacturers  and  of  some  farmers  who  produce  only 
for  the  domestic  markets,  while  his  crops  that  depend  in  part  upon  sale 
abroad  must  he  sold  at  the  world  price  in  order  to  meet  the  ^mpetition  ot 
similar  crops  produced  in  foreign  countries.  This  means,  in  effect,  that  the 
American  producei’s  of  crops  like  cotton  and  wheat  are  compelled  to  pay  a 
tribute  to  the  domestic  producers  of  the  things  that  they  must  buy,  whereas 
their  own  produce  must  he  sold  in  competition  with  the  cheapest  production 
and  the  cheapest  labor  of  the  outside  world.  More  than  that,  it  means  that 
the  foreign  consumers  of  our  crops  like  cotton  and  wheat  are  denied  the 
natural  privilege  of  paying  for  them  by  shipping  their^  own  products  to  this 
country,  in  so  far  as  such  articles  are  excluded  by  prohibitory  tariff  rates ; so 
that  the  amount  of  American  cotton  and  wheat  that  the  outside  world  can  take 
is  limited  bv  an  artificial  restriction  of  the  outside  world’s  means  of  paying  us. 
This  has  the  effect  of  making  the  price  of  our  export  crops  not  merely  the 
normal  price  that  would  exist  if  there  were  no  tariff  on  imports,  but  an 
artificially  lower  price  created  by  a tariff  on  imports.  Our  association  must 
rec^ognize  that  the  purpose  of  the  debenture  is  justified  by  the  social  and  moral 
necessity  of  correcting  a condition  which  makes  one  class  of  the  people  pay 
artificially  high  prices  and  receive  artificially  low  prices,  merely  for  the  benefit 
of  other  classes  of  the  people. 

ENACTMENT  OF  DE^lEXTUTtE  MEANS  CONTINUED  HIGH  TARIFFS 

It  has  been  obvious  for  manv  years  that  the  political  machine  of  those  who 
benefited,  or  thought  they  could  benefit,  from  high  tariffs  has  been  ahye 
to  the  danger  that  the*  agricultural  population  would  awaken  to  the  enormity 
of  the  injustice  to  which  the  tariff  has  subjected  them  and  would,  by  (con- 
centrating their  political  strength  against  it,  overthrow  it.  It  has 
obvious  that  the  tariff  machine  has  sought  eagerly  for  opportunities  to 
this  awakening  by  playing  up  to  agitations  for  any  agricultural  panaceas  that 
gave  promise  of  appealing  to  the  farming  classes.  Thus,  they  played  up 
credit  programs,  so-called  reforms  of  commodity  futures  trading,  and  so-called 
farm  relief  in  the  miise  of  the  agricultural  marketing  act.  It  is  difficult  to 
believe  that  they  had  any  real  thought  that  these  measures  would  give  the 
farmer  the  relief  which  he  was  led  to  expect,  but  it  is  clear  that,  h>  lending 
enough  support  to  procure  the  enactment  of  these  measures,  the  tariff  machine 
did  secure  enough  farmers’  votes  at  the  polls  and  enough  votes  of  the  farmers 
champions  in  Congress  and  the  Senate  to  perpetuate  and  progreSvSively  intensify 
the  exploitation  of  farmers  through  the  high  tariff  system. 

It  is  quite  evident  that  the  export  debenture  plan,  or  any  legislation  of  a 
similar  nature,  has  no  chance  of  enactment  by  any  means  other  than  a trade  of 
votes  between  repr^^sentatives  and  senators  who  represent  agricultural  con- 
stituencies. and  representatives  and  senators  who  are  affiliated  with  the  high 
tariff  machine.  This  means  that  enactment  of  the  bill  would  be  used  by  the 
high  tariff  elements  for  the  hidden  purpose  of  securing  enough  votes  to  assure 
the  accomplishment  of  their  ends  with  respect  to  the  tariff. 

To  our  minds,  this  is  the  greatest  importanee  of  the  debenture  and  equaliza- 
tion programs,  and  it  is  urgently  necessary  that  this  phase  should  be  stressed 
more  than  anv  other.  For  the  mess  of  pottage  in  this  case  is  of  an  indeteimi- 
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Date  and  temporary  value  while  the  birthright  thai  agriculture  is  asked  to  sell 
is  s«»methiug  definite  and  clear. 

As  to  the  pottage,  we  return  to  the  first  purpose,  what  would  be  the  eificacy 
of  such  a law  in  bringing  more  money  to  the  farmer  for  his  crops 

EFFECT  OF  DEBENTlTRf-:  ON  FARMEI;S*  PRJCFS 

In  the  case  of  cotUm,  it  is  proposed  that  the  fa  mer  shall  receive  a subsidy 
of  2 events  per  pnind  on  every  bale  exported.  That  means  that  the  relation 
between  tlm  price  of  cotton  in  foreign  markets  and  ihe  price  in  American  mar- 
kets will  be  altere<i  by  2 cent^  per  pound.  It  di»es  not  mean  that  the  price 
in  America  will  remain  unchanged  ami  the  price  abroad  be  lowered  2 cents. 
The  effect  would  l>e  some  raising  of  the  American  price  and  some  lowering  of 
the  i>rice  abrimd,  resulting  in  a 2-cent  alteration  jn  the  spread  between  them. 

One  formula  f(U*  guessing  the  effect  on  the  two  sets  of  prices  would  be  the 
following:  Roughly,  the  world  seems  adjusted,  over  a 10*year  period,  to  an 
annual  cfuisumptiou  of  about  25,(MX),<X)(>  bales  (expressed  in  units  equal  to  the 
weight  of  American  bales).  At  8 cents  i>er  iwuiul.  or  $40  per  bale,  this  repre- 
sents an  annual  world's  expenditure  of  $l,00(i,000,')00  for  cotton.  If  the  price 
of  cotton,  without  any  legislation  whatever,  would  be  8 cents  i>er  i)oiind  next 
year,  the  coiiclusitm  would  be,  therefore,  that  $1,(M»0,000,0<X)  is  the  approximate 
amount  that  the  world  can  afford  to  spend  next  year  on  oott<m. 

Let  us  as.simie  that  d,000,0vK»  bales  are  consumed  in  the  United  States  and 
19,000.000  bales  abiM»ad.  and  that  13,000.000  hales  are  produced  in  the  United 
States  and  12,tKK),000  abroad. 

AVitlumt  any  legislation,  if  the  price  is  8 cents,  the  American  consumers  will 
pay  for  their  d,0(Xf00O  bales  $240,000,000,  and  the  foreign  consumers  will  pay 
for  their  bales  $TtiO.0(Ki,tMH>.  If  an  ext>ort  subsidy  of  2 cents  per 

p(Uind  were  put  into  force,  these  figures  would  be  altereil  in  order  to  provide 
for  2 cents  per  pound,  or  $10  per  bale  alteration  in  the  relation  between 
the  American  price  and  the  price  abroad.  We  have  assumed  that  the  total 
expenditure  will  still  he  a billion  dollars.  By  simi>le  mathematics,  the  pu’oduct 
of  this  assumption  is  that  the  American  consumer  would  pay  for  his  O.OOOAMXl 
bales  9.52  cents  i>er  pound,  or  $47.60  per  hale,  making  a total  expenditure  of 
$2,s5.O0<f0tK),  and  the  f<»reign  c*onsumers  would  pay  7.52  cents  i)er  ixmnd,  or 
$37.6d  per  bale,  making  u total  expenditure  of  $714,<X)0,(K)0. 

Tlie  American  farmer  would  sell  his  13,W0,000  bale  crop,  however,  under  the 
foregoing  assuni}dions.  at  0.52  cents  per  pound,  or  $in8.000,0(X),  instead  of  8 
cents  per  pound,  or  $520,000,000.  Therefore,  Lis  gross  benefit  would  be 
$98,800,000. 

lL>w  would  this  benefit  be  paid  for? 

The  American  consumers,  by  paying  0.52  cents  for  their  cotton  instead  of  8 
cents,  would  contribute  1.52  cents  r>er  pound,  or  $45,600,000.  The  population 
of  the  United  States  as  a whole,  including  the  cotton  farmer,  would  contribute  2 
cents  per  pound  on  the  7,000.000  bales  exported,  or  $70,000,000,  through  the 
channels  of  the  Treasury  and  taxation.  So,  altogether,  the  population  of  the 
UniO'd  States  would  i)ay  8115.000.(XX>.  plus  the  expenses  of  administration  of 
the  law,  in  order  to  give  the  fanner  a gross  benefit  of  $98,000,000. 

It  has  been  mentioned  that  a part  of  the  exftenditnre  of  $115,000,000  would 
be  borne  by  the  farmer,  and  this,  of  course,  would  go  toward  reducing  the  net 
benefit  that  he  would  receive.  It  must  be  mentioned  also  that,  as  a consumer, 
the  cotton  farmer  would  have  to  bear  his  part  of  'he  cost  of  the  export  deben- 
ture for  the  benefit  of  the  fanners  producing  other  crops,  and  also  his  portion 
as  a taxpa.ver.  What  wtmid  then  remain  as  a net  benefit  is  a subject  fit  only  for 
conjecture. 

All  of  the  above  assumptions  are  of  course  arbitrary  and  are  cited  only  to 
give  a reasonable  example  of  the  possible  results  of  such  legislation  in  dollars 
and  cents. 

The  other  examples  would  lie  between  the  t\^o  im])Ossible  extremes  of  a 
reaction  which  advanced  the  American  mark(*t  2 cents  with  no  lowering  of  the 
toreigu  markets,  and  of  a reaction  which  left  the  American  markets  unchanged 
with  2 cents  btwering  of  the  foreign  markers.  In  tiie  former  case,  the  American 
cotton  farmer  would  benefit  81.30,000.(mk»  on  a 13.0(MMKHMtale  crop:  and  the 
American  people  would  pay  for  it  through  a $60,0<K».000  increase  in  the  cost  of 
cotton  they  consumed,  ami  $70,0(X),(XX»  subsidy  to  be  paid  for  by  taxation,  plus 
tlie  costs  of  administration  of  the  law.  In  the  latter  case,  the  American  pro- 
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ducer  would  leap  no  benelit,  and  tlie  Aniericun  people,  as  taxpayers,  would  pay 
for  the  subsidy  of  $70,0()0.lK»0  plus  the  cost  of  aduiiiiistration. 

A reasonable  }tuess  at  the  net  beuetit  that  the  cotton  fanner  inifrlit  derive  from 
a --cent  export  subsidy,  accompanied  by  similar  subsidies  on  other  extort  crops 
would  be  somewhere  between  fifty  and  seventy  million  dollars,  after  paying 
his  part  of  the  hill  as  taxpa.ver  and  as  consumer  of  the  other  <-rops.  If  the 
cotton  farmers  and  their  families  number  7,(KK>,(.K)0  peojile,  this  means  a max- 
imum of  $10  per  capita. 

Is  it  conceivable  that  it  could  he  to  the  advantage  of  these  iHSPple  to  sell 
for  $10  a year  their  acquiescence  to  the  much  greater  tribute  that  they  are 
paying  today  under  vicious  tariff  rates?  Would  it  not  be  much  wiser  for 
them  and  those  who  repres'cnt  them  at  Washington  to  disdain  such  a com- 
ipromise  and  throw  all  their  political  force  on  the  balance  for  a tariff  revision 
that  will  relieve  tliem  of  the  tribute  of  far  greater  amount  that  they  are  now 
jpaying  to  others?  In  our  opinion,  there  can  he  hut  one  answer,  particularly 
at  ' this  time  when  tariff  sta7ids  discredited  and  the  oiiportnnity  exi.sfs  to 
settle  for  all  time  the  iirinciple  that  economic  privilege  to  any  class  is  imt 
within  the  gift  of  legislators. 


EFITXT  rrON  THE  COTTnN  MERCH.VNT 


Tim  offerrs  of  agitation  for  surli  a mea.^ure  and  of  its  enaotment  in  so  far  as 
cotton  merchants  are  concerne<l  can  be  described  as  follows: 

Its  agitatiim  has  resulted  in  the  fear  of  loss  by  foreign  mills  ami  foreign 
imitorters.  and  h.v  American  exporters  wlio  are  accustomed  to  holding  stocks 
unsrdd  abroad.  They  not  only  feared  a decline  in  the  value  of  their  stocks 
ahntad  in  the  event  of  enactnient  of  such  a measure,  but  they  also  had  to 
fear  a loss  on  the  futures  contracts  which  they  sell  in  the  United  States  as  a 
hedge  for  their  unsold  stocks.  It  has  already  been  stated  that  the  s]>read  in 
prices  in  America  and  prices  abroad  would  be  altered  by  2 eimts  a pound  and 
that  presumably  would  be  the  loss  that  They  would  have  to  face.  To  avoid 
this  risk,  foreign  mills  and  importers  and  American  exporters  have  limitml 
their  purchases,  or  their  shipments  to  foreign  countries,  so  as  to  rerluce  their 
unsold  stocks  abroad  to  that  minimum  which  they  considered  necessary  for  a 
skeleton  operation  of  their  businesses.  Tins  has  unquestionably  hampered 
the  free  distribution  of  cotton  during  the  last  two  cotton  seasons,  and  fear  of 
enactment  of  such  a measure  will  continue  to  have  this  effect  so  that  it  is 
greatly  desired  liy  the  cotton  trade  and  mills  tb.at  the  question  shall  he 
siUtled  once  and  for  all  as  quickly  as  possible. 

Enactment  of  the  measure  would,  of  course,  restilt  in  this  loss  of  approxi- 
mat(dy  2 cents  per  pound  for  the  mills,  importers  and  exporters  who  are  in 
the  |K»sition  described  above.  It  would  result  also  in  a s<were  los.s  for  the 
foreign  mills  and  importers  having  unsold  stocks  of  foreign-growii  cottons. 

After  these  shocks  had  been  digested,  we  can  not  see  that  the  working  of 
the  debenture  plan  would  have  any  substantial  effect  up<m  the  welfare  of  the 
American  cotton  merchant,  except  that,  cotton  abroad  being  cheaiKuied  by 
2 cents  a pound  in  its  relation  to  cotton  within  the  Unite<l  States,  the  foreign 
cotton  merchant  would  have  that  much  advantage  over  tl'C  American  merchant 
with  respect  to  the  amount  of  capital  or  credit  refpiired  for  the  financing  of  his 
stock,  unless  the  American  merchant  carried  his  stocks  abroad  instead  of  within 
the  United  States.  Another  disquieting  factor  is  that,  in  the  t vent  of  enactment 
of  this  measure,  there  would  undoubtedly  he  constant  agitation  reirariling  its 
repeal,  particularly  since  it  could  not  give  the  farmer  a price  which  would  make 
him  happy.  Tintse  engaged  in  the  commerce  of  the  del>enturahle  products  \Aould 
thus  he  left  in  a position  of  uncertainty  and  anxiety  as  to  what  the  future 
might  hold  for  them,  and  the  net  result  would  be  a general  timidity  and 
demoralization,  harmful  to  all  concerned. 

Possible  change  in  the  amount  of  the  debenture  will  introduce  another 
artificial  factor  which  will  jirove  tremendously  unsettling.  For  this  very  rea- 
son we  commend  the  provisions  of  H.  R.  7236  which  retains  congressional  con- 
trol of  this  important  matter.  Whatever  else  may  he  done,  we  liope  that  no 
board  will  be  entrusted  with  that  important  power.  We  particularly  object 
to  the  suggestion  that  the  Farm  Boanl  he  entrusted  with  the  power  to  put  the 
debenture  plan  or  the  equalization  fee  plan  into  off’ect  as  and  when  it  chooses. 
Nothing  could  be  more  destructive  to  an  intelligent  conduct  of  the  business  ('f 
marketing  c(*tt<m  than  to  have  such  powers  entrusted  to  the  Farm  Board.  That 
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. guite  proparod  to  utilize  such  power  for  selfish  purposes  without  anv 
egar.l  to  the  interest  of  iiierchaiit.  mill,  or  farmers,  was*  elearlv  lienioiistrat efi 
\ the  corner  conducted  by  it  in  the  future  niarkcts  in  .Mav  and  Jtilv  1930 

S?  Jouom^^  "‘***''^ 

effect  upon  the  public 

The  benefit  to  the  fanner  of  an  export  debentur.-  on  any  crop  will  be  le«s 
nil!  the  cost  of  it  to  the  American  public  through  the  increased  price  that 
e.y  would  pa.v  for  their  own  needs  in  that  conimodit.v,  and  throimh  ^ 

Oitwl  and  the  costs  of  administration  of  the  subsidv.  In  the  case  of  cotton 
le  greatest  beneficiary  of  the  export  subsidy  will  b.  he  forcngm  cousuiiur  fo? 

, C nalt's.  whereas  the  increased  price  to  tin'  American  f-irmer 

applicable  only  upon  his  production  of  about  13.0(K>.000  iiales. 

I ri'yi'urf*’*‘’-VJ  ‘'‘’'^snming  and  taxpaying  piiidic,  tlierefore.  would  not  merely 
saddled  with  an  addition  to  their  cost  of  living  at  a time  Nvlien  Uie  J 

V TO.  ..**"*'  ’'''■''‘'‘’^'■/“^.nPPortable.  bur  would  also  find  their  relative  cost  if 

0 that  of  a Canadian,  distorted  to  the  extent 

v:  ,n“ii  'Ot-  sa.\  2,5  per  cent)  in  their  cost  of  cotton  and  somethin<. 

. niil.ii  111  their  cost  of  other  debeuturable  products,  and,  on  top  of  that  to 

.e  extent  of  some  hundreds  of  millions  in  taxation  to  cm-erThe  subsidies 

1 niL  i*'^/!*^  administration  of  them.  In  short,  the  burdens  of  living  in  the 

^ i'*’®  increased  as  compared  to  those  of  living  elsewhere  -1101 

ye  would  have  gone  another  step  along  the  path  of  cininging  this  ciui  ri  fiim 
a land  of  opportunity  to  one  fitted  best  for  emigration.  ^ 

Miice  increased  cost  of  living  means  increased  cost  of  production  and  less 
'pnitiini  \ f.ir  favorable  einplo.vmeiit  of  capital,  it  follows  al.so  that  such  a 
1.  u uould  stiinulate  the  already  evident  tendeiicv  ot  American  manufacturing 

a .!r™77it  ot  “""“'‘P*  tPe  "-"ll  OT  our  tariff 

a, 

1- rom  the  yieiypoint  of  political  principle,  we  view  anv  such  measure  with 
tl  another  step  toward  government  interference  with  the  free 

. ne  m.t  ^oxeniment.  It  is  an  acceptaiu-e  of  tlie  principle  that  clas<^ 
iMleges  are  within  the  gift  of  Congress  and  a subini.siion  t.  Go v^niS 
>'  bartering  ami  lobbying,  right  at  the  time  when  condition.s  ai^  nioTom 
P-i  tiine  tor  a successful  battle  to  the  death  with  the  principle  of  dass’lVds- 
I.i  ion  and  Its  ugly  accoiiipaniments.  To  refuse  tliat  battle  now  means  aban- 
dj  iiinent  of  Government  to  unutterable  corruption.  It  would  be  another  step 
a mg  he  present  path  of  irresponsible  financial  legislation  i^^^iich  imG.  wE 
cr-dit.  ’ for  a complete  collap.se  of  Government 

^ a«'t  of  economic  warfare  against  the  rest  of  the 

ta  iff  piy  * ^*“'*  **'  " " o loive  I. ceil  waging  through  our 

t would  be  atrociously  cruel  to  the  countries  competing  with  us  in  cotton 
an  1 wheat,  their  crops  of  which  would  be  cheapened  to  whatever  eCff 
01  suhsi(].\  ciieapeued  tlie  prices  in  forei^^n  consuming  markets  These  coun- 

W tIoT^  ^ O'JI’  customers  and  friends  they 

y.  iild  be  loiced  into  economic  retaliation  and  Iiostilitv.  And  it  imist  not  Im 

:i:; loLiis:'  '"*»  '"‘fa™  «< 

• it  a time  when  the  TTiited  States  ilaiiiis  the  role  of  the  pacifier  it  is 
sa<  to  contemplate  wliat  lies  beyond  the  taritfs  and  debentures. 

THi:  Kgr.M.IZ.VTIO.X  FUK  Pl.A.X 

tv.'  IIho ta  gam  from  tlie  e<]iialization- 
if  1 ' " f'’"*  arganized  eooperatives  will  recoiv,.  anv  licnetits  therefrom 

It  las  absT.lutely  nothnig  to  .iustify  it  over  tlie  ilehcninre  .scheme  in  so  far  as 
Its  dlect  on  prices  is  cmceriied.  With  such  a huge  proportion  of  tlie  American 
" oil  (i<jp  maiketed  abroad,  tlie  loss  on  the  eorton  exported  will  e-pial  or 
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exceed  the  ^aiii  on  cotton  marketed  in  tliis  counlr.v.  Tlie  ^me  advantage  imred 
by  the  exponents  of  this  plan  <»ver  the  debenture  sc'heme  is  that  it  will  not 
result  in  increased  production  since  tlie  farmer  will  hear  the  equalization  fee 
which  will  he  increased  if  he  increases  pi*(Hluction.  This  is  exa<*lly  what  Itap- 
pens  under  the  existing  system.  Overin'caiuction  inevitahly  results  in  a decline 
ill  price.  The  position  of  tlie  farmer  is  not  improved  by  the  ne\v  system  of 
ac'counting  tlius  proposed.  'J'lie  (U'iginal  plan  was  to  collect  tlie  equalization 
fee  ilirect  from  the  fanner  in  order  to  bring  home  to  him  tlie  effects  of  over- 
production. Ilecause  of  tlie  administrative  diliicuities  and  the  umhuibted  fact 
that  such  a plan  would  meet  an  enraged  resiamse  from  most  farmers,  this  plan 
has  been  so  modified  that  in  the  re*cent  hearing  before  your  committee  its  lead- 
ing exponents  stated  tliat  in  many  instances  tlie  fanner  would  never  know  he 
paid  it.  He  would  simply  receive  less  for  liis  c<dton. 

Under  the  equalization  fee  hills  the  board  might  enqtower  a cooiM*rative  lo 
simply  withhold  cotton  from  the  market,  but  that  is  exactly  wliat  has  been 
done  under  the  present  act,  and  the  loss  on  cotton  alone  approximates  $loU.- 
000,000,  and  has  been  of  no  benefit  to  the  ('ottoii  farmer.  The  only  ditferom*e 
w'ould  be  that  tbe  cooperatives  would  be  enable<l  to  transfer  the  losses  fnmi 
their  speculative  activities  from  the  Public  Treasury  to  the  outside  farmer, 
whereas  the  entire  benefits  of  a rise  in  price  would  he  retained  for  the  coopera- 
tive members.  While  the  proixised  bills  do  not  .so  expressly  provide,  the  opera- 
tions under  the  present  act  make  it  quite  clear  that  this  would  take  place.  The 
board  encouraged  the  cooperatives  to  hold  cotton  for  a rise  in  1920.  and  con- 
ducted the  May-July  squeeze  in  the  hope  that  the  rise  would  place  the  coopera- 
tives hack  on  their  feet.  When  cotton  continued  to  fall,  the  lioard  took  it  ov*^r 
at  prices  imicli  above  the  market.  In  so  far  as  the  farmer  outside  the  coftpera- 
tive  is  concerned,  the  introduction  of  tbe  equalization  fee  will  make  the  situa- 
tion one  of  “heads,  I win;  tails,  you  lose,”  in  favor  of  the  cooperative  member. 


The  cooperative  may  speculate  at  its  own  free  will  at  the  expense  of  the  outside 
fanner.  Such  a situation  can  only  he  intended  to  compel  the  farmers  to  join 
the  cooperatives  regardless  of  their  eflicieiicy  and  economy.  If  the  co«>peratives 
can  not  rely  upon  their  eflicieiicy  in  competing  for  the  farmers’  business,  but  re- 
quire legisiation  compelling  the  farmer  to  join,  we  do  not  believe  their  opera- 
tion services  the  best  interest  of  the  farmer  or  the  Nation.  It  is  to  their  credit 
that  the  cotton  cooperatives  are  not  appearing  to  urge  the  passage  of  this  legis- 
lation, but  leave  it  to  the  general  farm  organizations.  In  view  of  its  un- 
doubted unconstitutionality,  however,  we  are  devoting  more  space  than  is 
justified  to  this  [iroposal. 

Of  the  two  proposals  the  export  debenture  is  least  harmful  to  the  marketing 
machinery  which  85  per  cent  or  more  of  the  cotton  farmers  have  chosen  to 
use,  it  is  more  likely  to  preserve  the  foreign  market  for  American  cottnn.  and 
is  not  simply  a method  of  taking  money  out  of  one  pocket  of  the  farmer  and 
putting  it  in  the  other.  We  believe,  however,  that  more  is  to  be  gained  by 
abandonment  of  the  artificial  restraints  on  international  trade  which  burden  the 
cotton  farmer  than  by  the  attempt  to  create  a counterbalancing  artificial  meas- 
ure of  which  the  success  is  problematical.  This  view  is  particularly  impressed 
upon  us  by  the  fact  that  even  the  tariff-nourished  industries  find  prosperity 
merely  temporary  unless  monopoly  control  can  he  preserved. 

At  the  best  the  export  debenture  plan  and  the  equalization-fee  plan  are 
intended  only  to  relieve  the  farmer  of  a portion  of  the  burdens  of  a high  in- 
dustrial protective  policy,  and  neither  can  possibly  benefit  the  farmer  as  much 
as  the  removal  of  oppressive  duties  on  articles  he  uses.  The  farm  leaders  of 
America  are  bargaining  aw’ay  the  inheritance  of  the  fanners  for  the  bibli(*al 
“mess  of  pottage”  if  they  accept  the  slight  and  temporary  benefits  of  a tariff 
on  a few  unimportant  commodities  and  of  relatively  ineffective  measures  siu  h 
as  those  in  exchange  for  the  maintenance  of  a protective  tariff  wlnrli  has 
bankrupted  the  entire  Soulh,  and  which  is  placing  an  ever-increasing  burden 
upon  the  exportation  of  cotton. 

Yours  very  truly, 

J.  W.  Garrow\ 
Chainna?i  Bco>iomfr.s 


TIio  Chairman.  The  committee  will  meet  again  to-morrow  morn- 
ing at  10.30  o’clock. 

(Whereupon  an  adjournment  was  taken  until  Thursday,  May  20, 
1932,  at  10.30  o’clock  a.  m.) 
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WEDNESDAY,  MAY  11,  1932 

House  of  REPRESENTATI^■ES, 

Committee  or  Agriculture. 

W ashington^  D.  C. 

(Following  the  statement  of  Hon.  Hatton  AV.  Sumners  which  was 
printed  in  a separate  hearing :) 

The  Chairman.  We  thank  you  very  much,  Mr.  Sumners. 

AVe  shall  be  glad  to  hear  from  you,  Mr.  McClintic. 

STATEMENT  OF  HON.  JAMES  V.  McCLINTIC,  A REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  OKLAHOMA 

Mr,  McClintic.  Mr.  Chairman  and  gentlemen  of  the  Committee : 

I think  the  suggestions  that  have  been  made  by  Congressman  Sum- 
ners have  been  very  beneficial  and  I have  enjoyed  listening  to  his 
statement.  I think  he  has  given  the  committee  much  useful  informa- 
tion. 

My  object  in  coming  before  this  committee  this  morning  is  to  call 
your  attention  to  a situation  that  is  more  distressing  than  any  that 
I have  ever  seen  this  country  confronted  with. 

I feel  that  just  as  sure  as  I am  standing  here,  the  citizens  of  this 
country  are  sitting  on  top  of  a powder  keg  and  unless  something  is 
done  to  enable  these  farmers  who  can  not  pay  their  taxes,  who  are  los- 
ing their  farms,  who  do  not  have  any  money  to  buy  the  necessities  of 
life,  to  get  out  of  this  situation,  they  will  soon  be  in  a position  where 
reason  will  be  dethroned  to  the  extent  some  are  liable  to  join  any  kind 
of  a movement  that  offers  some  kind  of  relief. 

AVe  continue  to  say  that  communism  and  bolshevism  and  all  these 
other  “ isms  ” can  not  live  or  prevail  in  this  country.  But  I want 
to  tell  you  that  when  a man  is  hungry,  reason  is  dethroned  to  the  ex- 
tent that  he  is  liable  to  do  practically  anything. 

I have  been  here  18  years  and  never  before  in  all  my  experience 
have  I received  the  kind  of  communications  that  are  coming  to  my 
office  daily.  Every  one  of  them  complains  because  the  Government 
does  not  pass  some  kind  of  legislation  that  will  enable  the  farmer  to 
at  least  get  the  cost  of  production  on  a portion  of  his  crop. 

Mr,  Clarke.  AVhat  is  your  suggestion? 

Mr.  McClintic.  I voted  for  the  equalization  fee.  I voted  for  the 
debenture  plan  when  it  was  brought  up.  I am  willing  to  vote  for 
any  kind  of  legislation  that  this  committee  thinks  will  be  beneficial 
and  will  lift  those  w’ho  till  the  soil  out  of  the  present  depression. 

Mr.  Adkins.  Is  not  the  danger  that  you  speak  of  more  apparent  in 
the  cities  than  in  the  country? 
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Mr.  McClintic.  No.  I have  introduced  a bill  that  features  what 
is  commonly  known  as  the  allotment  plan,  having  in  mind  that  if 
the  farmer  could  be  guaranteed  cost  of  production,  based  upon  do- 
mestic production,  that  that  at  least  would  get  him  by  and  in  the 
end  bring  about  the  kind  of  diversification  that  would  take  care  of 
the  surplus. 

Mr.  Clarke.  Will  the  gentleman  yield  for  a question* 

Mr.  McClintic.  Yes. 

Mr.  Clarke.  If  that  same  distress  signal,  price  guarantee,  were 
recognized  there,  would  it  not  be  equally  applicable  to  every  other 
line  of  industry  under  our  American  theory  of  equality? 

Mr.  McClintic.  As  I view  it,  we  make  the  common  error  of  begin- 
ning at  the  top  and  trying  to  work  down.  The  source  of  practically 
all  wealth  is  in  the  ground  and  unless  those  who  operate  at  this 
source  can  be  recompensed  to  the  extent  of  being  able  to  make  a bare 
livelihood,  there  can  be  no  happiness  in  this  Nation. 

Let  us  take  the  allotment  plan.  We  produce  something  like 
13,000,000  bales  of  cotton  every  year.  At  least  half  of  that  has  to 
be  exported. 

If  the  farmer  could  be  paid  a sufficient  amount  to  take  care  ot  tiis 
cost  of  production  on  one-half  of  the  cotton,  it  would  seem  to  me 
reasonable  to  assume  that  if  tlie  world  market  will  not  absorb  that 
surplus,  that  he  would  use  his  land  for  other  purposes;  and  instead 
of  the  various  States  trying  to  put  into  effect  some  kind  of  legisla- 
tion that  will  bring  about  a curtailment  of  acreage  by  agreement, 
curtailment  will  be  brought  about  in  a nafural  manner. 

So  that  what  I have  in  mind  is  the  adoption  of  an  allotment  plan. 
Then  we  might  be  able  to  work  this  out  in  such  a way  as  to  bring 
about  greater  diversification,  thereby  curtailing  production  that  is 

not  necessary  at  the  present  time.  . 

Ketcham.  The  great  difficulty  with  the  allotment  plan  is  this : 

Immediately  the  question  comes  up  as  to  the  sections  of  the  country 
that  would  be  the  greater  beneficiaries  by  it.  For  instance,  in  Okla- 
homa you  produce  wheat  at  very  low  cost. 

Mr.  McClintic.  Yes. 

ISIr.  Ketcham.  Lender  the  allotment  plan,  according  to  the  author 
of  it, Mr.  Simpson,  who  appeared  before  this  committee,  there  was 
emphasized  the  fact  that  it  was  to  be  opcTated  in  such  a way  that 
the  allotment  was  not  to  be  by  States  on  the  basis  of  an  average  of 
production  but  that  it  would  be  up  to  the  individual  farmer  himself 
and  that  his  allotment  Avould  be  determined  naturally  by  the  cheap- 
ness with  which  he  can  produce  the  crop.  That  works  to  the  great 
advantage  of  people  who  are  in  cheap  iiroducing  sections  of  the 
countrv.  Do  vou  see  the  point? 

Mr. 'McCliMic.  I did  not  hear  Mr.  Simpson  when  he  made  his 
statement.  The  thought  in  my  mind  was  that  the  Secretai’y  of  Agri- 
culture or  the  Farm  Board  could  determine  what  is  needed  for  home 
consumption  and  then  that  amount  could  be  allocated  to  subdivisions 
of  territory,  be  it  States,  counties,  or  what  not.  Then  the  surplus 
could  be  rkained  on  the  farm  until  it  could  be  fed  into  the  world 

market  without  destroying  the  price. 

I realize,  gentlemen,  that  this  is  a very  difficult  question,  and  i 
know  all  of  you  probably  know  moi-e  about  it  than  I do.  but  I want 
to  say  this  further.  It  seems  to  me  that  the  only  way  we  can  ever 
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<ret  our  farmers  to  the  point  where  they  will  receive  the  cost  of  ]iro- 
duction  is  to  have  legislation  that  will  control  the  exportation  and 
imiiortation  of  the  crops  affected,  because  if  we  do  not  control  the 
marketing  of  crops,  then  the  guaranteed  price  would  be  broken, 
})ecause  the  consumers  in  this  country  would  immediately  buy  wher- 
ever they  could  jiurchase  the  cheapest. 

Mr.  Hope.  Your  allotment  ]ilan  is  based  on  the  theory  that  we 
vhould  give  up  our  export  markets  and  confine  ourselves  to  pro- 
ilnciiig  just  about  what  we  can  consume  in  this  country;  am  I right 

about  that  ? • i , ,.i  i 

Mr.  McClintic.  I do  not  exactly  agree  with  the  gentleman,  be- 
cause that  ]iart  which  would  be  declared  a surplus  would  be  subject 
to  be  sold  or  exported  whenever  a market  could  be  found  d. 
What  I had  in  mind  was  that  the  farmer  certainly  should  be  entitled 
to  receive  the  cost  of  production  on  that  part  Avhich  can  be  consumed 

in  the  United  States.  i ij-  ^ 

Mr.  Hope.  Take  the  case  of  cotton,  lou  say  that  halt  ot  A our 

cotton  has  to  be  exported.  Under  your  allotment  plan,  you  Avould 
fix  a price  which  would  give  the  farmer  the  cost  of  production  on 
the  half  of  the  cotton  that  he  sold  in  this  country.  We  will  assume 
that  he  would  have  to  sell  or  that  he  did  sell  abroad  at  cqnsideiably 
less  than  it  cost  him  to  produce  his  cotton.  Do  you  think  he  will 
iro  ahead  and  contii.ue  producing  for  export  under  those  circuin- 

Mr.  McClin'itc.  That  is  the  point  I make.  That  is,  you  would 
automatically  bring  about  a diversification  in  crops,  in  the  produc- 
tion to  the  extent  that  if  there  was  an  overproduction  which  could 
not  be  fed  into  the  world  market,  sooner  or  later  conditions  would 

be  equalized  to  reduce  the  acreage  of  that  crop. 

^^Ir.  Hope.  Then  it  really  means  in  theory  that  we  would  give  up 

our  export  market? 

INfr.  McClintic.  No;  we  would  not  give  up  our  export  markets, 
because  that  amount  can  be  sold  whenever  the  controlling  agency 
decides  to  export  it. 

Mr.  Hope.  It  would  have  to  be  sold  for  less  than  the  cost  ot  pro- 
duction. would  it  not  ? ^ • i ^ 

Mr.  McClintic.  The  cost  of  iiroduction  that  I am  talking  about 

only  re])resents  the  cost  of  jirodiiction  of  the  amount  of  cotton  that 

would  be  consumed  in  the  United  States. 

The  Chairman.  IMay  the  Chair  suggest  that  when  Mr.  Simpson 
appeared  before  the  committee,  his  suggestion  was  that  aac  allocate, 
and  pav  the  cost  of  production  to  the  domestic  supply  and  that  the 
farmer*  be  forbidden  to  sell  any  of  his  surplus.  After  testimony 
Avas  taken  along  that  line,  a bill  was  introduced  einbracing  that  plan, 
and  then  later  another  bill  Avas  introduced  in  Avhich  he  Avas  not  for- 
bidden to  sell  the  surplus  in  foreign  markets.  ^ 

Mr.  McClintic.  I am  very  glad  to  IniA’e  the  chairman  s exiilana- 
tion,  because  I had  not  heard  all  of  Mr.  Simpsons  remarks.  I Avas 
ti'A’^ino’  to  express  AA’hat  aa'Rs  in  my  own  mind  with  respect  to  a plan 
which  would  automatically  take  care  of  tlie  proposed  acieage  ar- 
rangement. , , . 

The  CiiAiRAiAN.  We  are  seeking  information  and  tliere  is  one  piece 

of  information  I should  like  to  liaA'e  in  connection  AA'itb  that  allot- 
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merit  plan,  I asked  Mr.  Simpson  for  it  and  I have  asked  every  one 
who  has  come  here  and  apjieared  before  the  Committee  substantial!}' 
the  same  question.  That  is.  How  would  you  arrange  to  <]rive  the  cost 
of  production  to  the  domestic  market?  Would  you  arrange  it  by 
taking  money  out  of  the  Treasury  ? Would  you  arrange  it  by  for- 
bidding any  one  to  buy  or  forbidding  any  one  to  sell  at  less  than 
that  price? 

Mr.  McClintic.  That  is  a very  difficult  question  to  answer. 

The  Chairman.  But  that  is  the  question  that  the  Committee  must 
answer,  if  they  are  to  act  intelligently  on  this  proposition.  : 

Mr.  McClintic.  It  would  seem  to  me  that  the  law  of  supply  and 
demand  would  take  care  of  the  price  of  any  commodity  when  it  was 
known  beforehand  that  the  amount  that  could  be  sold  in  the  countrv 
was  limited  to  that  which  was  needed  to  take  care  of  the  local  de- 
mand. Automatically,  of  course,  that  would  bring  the  price  up  to 
the  cost  of  production. 

The  Chairman.  Then  you  would  forbid  the  selling  of  the  surplus 
in  this  countrv? 

Mr.  McClintic.  I would  withhold  the  surplus:  having  it  under- 
stood that  the  surplus  could  not  be  sold  in  this  country  other  than  to 
agents  who  represented  outside  concerns,  unless  there  was  a change 
in  the  domestic  demands. 

Mr.  Glover.  How  would  vou  answer  the  argument  that  Jud^e 
Sumners  made  with  reference  to  that  man  Avho  is  producing  that 
surplus?  What  would  you  do  with  that  man?  You  can  not  feed 
him  into  the  cities.  You  have  got  to  take  care  of  him  somewhere. 

Mr,  Snow.  You  answered  that  by  saying  that  there  would  be 
diversification. 

Mr.  McClintic.  During  the  past  year  there  was  a movement  put 
forward  in  vour  State  and  mv  State — and  in  Texas  and  Louisiana — 
to  agree  upon  acreage  reductions.  That  can  not  be  done,  as  I view 
it,  in  a satisfactory  manner. 

The  Chairman.  Let  us  pursue  this  other  proposition  a little 
further.  You  say  you  will  forbid  the  farmer  to  sell  his  surplus  in 
this  countrv.  Are  vou  thorouffhlv  convinced  that  the  National  Gov- 
ernment  has  the  authority  to  say  to  a farmer  that  he  shall  not  sell  a 
commoditv  which  he  has  jrrown  in  this  countrv?  < 

Mr.  McClintic.  I am  glad  that  you  raised  that  question.  I find 
in  the  Congressional  Record — and  I hope  members  of  this  committee 
have  read  it — a decision  of  the  Supreme  Court  in  the  case  of  Stafford 
V.  Wallace  in  which  that  was  dealt  with.  Has  the  chairman  read  t 

that? 

The  Chairman.  I believe  that  is  the  one  that  Mr.  Swank  sub- 
mitted to  the  committee.  Tliat  decision  simply  held  that  the  State 
could  not  do  it.  It  did  not  hold  that  the  National  Government  could 
do  it. 

Mr.  McClintic.  Of  course,  the  point  tlie  gentleman  has  raised  has 
not  been  definitely  determined. 

The  Chairman.  I asked  Mr.  Simpson  and  others  who  have  ap- 
peared here  to  furnish  us  with  the  legal  authority  on  that  proposi- 
tion. 

Mr.  McClintic.  But  that  decision  leans  in  the  right  direction. 

The  Chairman.  No.  You  know  that  certain  powers  are  reserved 
to  the  States  and  certain  powers  and  rights  are  reserved  to  individ- 
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uals.  There  are  certain  rights  whicli  the  American  individual  as  a 
citizen  has,  that  neither  the  State  nor  the  National  Government  can 
take  away  from  him. 

Mr.  McClintic.  Let  me  read  you  the  language  of  that  decision : 

* * * the  authority  of  Congress  extends  to  every  part  of  interstate  com- 

merce and  to  every  instrumentality  of  agency  l).v  which  it  is  carried  on.  and  the 
full  control  by  Congress  of  the  subject  committed  to  its  regulation  is  not  to  be 
denied  or  thwarted  by  the  commingling  of  interstate  and  intrastate  oiX'rations. 

Congress  has  asserted  its  power  to  control  interstate  and  foreign 
commerce  with  respect  to  wheat  and  cotton  in  such  comprehensive 
legislation  as  the  grains  futures  act,  the  United  States  warehouse 
act,  the  United  States  grain  standard  act,  the  United  States  cotton 
futures  act,  the  United  States  cotton  standard  act,  and  the  agricul- 
tural marketing  act.  Therefore,  the  Supreme  Court  in  upholding  the 
constitutionality  of  the  grain  futures  act  enunciated  the  principle 
that  Congress  has  the  power  to  regulate  cotton  and  wheat  prices. 
I have  suggested  that  if  there  was  any  doubt  in  the  minds  of  the 
members  of  the  committee  that  the  provision  contained  in  this  legisla- 
tion might  be  declared  unconstitutional,  then  a new  section  written 
wdiich  would  give  the  Farm  Board  the  right  to  withhold  or  deny  any 
association  from  receiving  financial  aid  unless  its  members  complied 
with  the  legislation. 

The  Chairman.  I will  say  to  the  gentleman  that  I asked  the  ques- 
tion not  for  the  purpose  of  being  captious 

Mr.  McClintic.  I understand  that. 

The  Chairman.  But  we  must  face  the  situation.  Of  course,  that 
definition  of  commerce  was  written  into  practically  every  piece,  of 
legislation  by  which  the  National  Government  had  undertaken  to 
assume  control  over  any  matter  affecting  interstate  commerce.  It 
has  gone  further  than  any  other  definition,  perhaps,  that  has  been 
given. 

Mr.  Andresen.  May  I ask  you  in  connection  with  what  you  just 
read  whether  the  decision  stated  that  the  Congress  had  the  pow'er 
to  fix  the  prices  of  these  commodities,  or  was  that  part  of  your  ow  n 
statement  ? 

The  Chairman.  It  does  not  say  that. 

Mr.  Andresen.  That  was  your  own  statement? 

Mr.  McClintic.  That  was  my  own  statement. 

The  Chairman.  It  does  not  quite  cover  the  question  that  it  raised 
in  this  bill, 

Mr.  McClintic.  Not  quite : that  is  true.  I said,  it  leaned  in  the 
proper  direction. 

I w’ant  to  say  further  that  I think  Congressman  Sumners  made  a 
fine  suggestion  along  one  line,  and  that  was  in  respect  to  the  estab- 
lishment of  a produce  exchange  agency. 

I remember  some  years  ago  discussing  tliis  subject  with  a member 
of  the  Farm  Board"  I said  to  him.  if  the  county  agents  in  every 
county  in  the  Ignited  States  could  be  charged  wdth  tlie  responsibility 
of  making  a report  every  week  or  every  month  to  some  central 
agency  in  a State,  giving  information  as  to  surplus  farm  products  for 
sale  and  then  if  tliat  agency  should  send  such  information  to  some 
other  headquarters  and  there  have  it  c.ompiled  and  printed  in  a 
new’spaper  of  general  circulation  controlled  by  the  Department  of 
Agriculture  or  controlled  by  the  Farm  Board  so  that  if  some  one  in 
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your  section  of  the  country  needed  a carload  of  maize  or  kaffer  corn 
or  some  other  product,  the  prospective  buyer  would  know  just 
exactly  where  to  get  it — that  that  would  t)e  of  great  aid  in  this 
situation. 

The  same  thing  would  be  true  with  respect  to  a number  of  other 
products  of  the  farm  that  oftentimes  go  to  waste  because  there  is 
not  any  ready  market  for  it. 

The  Chairman.  One  further  practical  question  that  arises  in  the 
matter  of  the  guaranteed  minimum  price  that  you  speak  of  is  this: 
Assume,  for  example,  that  you  fix  a minimum  price  of  wheat  of 
$1.25  a bushel.  Here  is  a farmer  who  has  wheat  that  he  is  willing 
to  sell  at  $1.20  a bushel.  The  question  arises  whether  the  National 
Government  can  forbid  his  selling  wheat  below  the  minimum  price. 

We  are  confronted  not  only  with  the  question  of  whether  or  not 
we  can  permit  him  to  sell  his  surplus  wherever  he  can  find  a market 
in  this  country,  but  we  are  also  confronted  with  the  question  of  his 
being  anxious  to  dispose  of  his  crop  a little  earlier  and  perhaps  sell- 
ing a little  around  in  some  other  county  and  offering  to  take  5 or  10 
cents  less  than  the  minimum  price  establislied  by  the  Government. 
So  the  question  of  the  legal  right  of  the  Government  as  to  whether 
he  shall  sell  anything  at  less  than  the  minimum  price  and  the  question 
of  forbidding  him  to  sell  his  surplus  are  involved  in  the  issue  that 
you  raised. 

Mr.  McClintic.  It  does  seem  to  me  that  the  thought  is  of  suffi- 
cient importance  for  the  committee  to  give  it  careful  study. 

The  Chairman.  I agree  with  the  gentleman  and  the  committee  is 
doing  that. 

Mr.  McClintic.  I assure  you  that  I am  occupying  tlie  same 
position,  or  I intend  to,  as  Congressman  Sumners  did  in  bringing  to 
your  attention  the  urgent  need  for  something  to  be  done  now,  be- 
cause if  there  ever  was  a time  when  our  farmers  need  help,  it  is  now. 
They  ask,  “ If  you  do  not  do  something  for  agriculture,  how  can 
we  live.” 

The  Chairman.  I wish  to  say  to  the  gentleman  that  I believe  every 
member  of  the  committee  is  in  thorough  accord  with  him  that  the 
purchasing  power  of  agriculture  must  be  lestored.  We  ajipreciate 
the  suggestions  tliat  he  has  made  and  his  fine  presentation  of  the 
sub]  ect  and  the  thought  that  he  has  evidently  given  to  this  whole 
question.  We  shall  be  glad  to  have  his  coojjeration  in  our  endeavor 
to  work  out  the  problem. 

Mr.  McClintic.  I want  to  say  further  tliat  I am  not  tied  to  any 
particular  proposition.  If  the  debenture  plan,  which  I have  voted 
for  in  the  past,  is  considered  by  the  members  of  this  committee  to 
be  the  best  plan,  then  report  a bill  out  with  the  debenture  plan  in  it. 
If  you  do  not  like  that,  report  a bill  with  th(i  equalization  fee  feature 
in  it.  But,  for  goodness’  sake  report  something  out  so  that  we  can 
hold  out  to  those  who  are  now  about  to  sink,  some  measure  of  hope. 

Mr.  Adkins.  With  reference  to  your  allotment  plan,  here  are  two 
very  practical  questions  that  have  been  presented  to  me.  You  are 
talking  about  allotment.  For  instance,  here  is  a farmer  who  farms 
wheat.  You  know  more  about  cotton  than  I do,  but  let  us  take  the 
question  of  wheat.  Here  is  a man  who  raises  wheat  as  one  part  of 
his  rotation.  He  depends  on  that  to  some  extent  to  help  make  up  his 
family  budget  and  take  care  of  him.  But  the  fellow  who  puts  him 
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in  trouble  and  who  is  creating  this  large  surplus  is  the  large-unit 
fellow,  who  has  testified  in  Chicago  recently  that  he  can  sell  wheat 
where  it  is  produced  in  large  units  at  50  cents  a bushel  and  make 
a profit  on  it.  He  thinks  it  costs  something  like  28  or  30  cents. 
When  you  are  talking  about  allotment,  you  have  got  to  consider  that 
man  toTwhom  I have  just  referred,  where  one  particular  item  that  he 
produces  in  order  to  make  a living  is  wheat.  And  yet  he  is  compet- 
ing with  the  fellow  who  is  producing  a great  amount  of  wheat,  and 
who  creates  this  large  surplus  that  gets  us  into  trouble,  because  of 
the  amount  of  wheat  that  he  raises. 

There  is  the  difficulty  of  your  problem,  when  you  talk  about 

allotment. 

Mr.  McClintic.  The  allotment  plan  will  do  two  things-.  It  wiU 
regulate  acreage  and  automatically  bring  about  diversification.  This 
will  impi'ove  conditions  on  the  farm. 

Mr.  Adkins.  But  the  fellow  who  is  able  to  sell  at  a profit  at  50 
cents  is  the  fellow  who  creates  the  difficulty  in  that  situation. 

Mr.  McClinttc.  I want  to  thank  the  members  of  the  committee 
for  their  courtesy  and  express  the  hope  that  you  will  report  out  a 
bill  very  soon. 

The  Chairman.  Mr.  Larsen  desires  to  make  a statement  to  the 
committee. 

Mr.  Larsen.  Gentlemen,  when  Mr.  Simpson  and  the  other  gentle- 
man who  appeared  before  this  committee  in  behalf  of  the  agricul- 
tural interests  throughout  the  country,  was  on  the  stand,  I insisted, 
as  I am  sure  quite  a number  of  you  will  remember,  on  Mr.  Simpson 
and  the  other  gentleman  who  occupied  that  position  in  the  country 
and  who  appeared  before  this  committee,  laying  down  some  formula 
iKifore  this  committee.  I said  that  time  and  again,  ever  since  I have 
been  a member  of  this  committee  various  heads  of  these  farm  organi- 
zations have  been  before  us  and  have  always  spoken  in  generalities. 
They  have  never  gotten  down  to  any  plan.  They  have  never  told  us 
what  they  wanted.  I said  that  one  time  when  they  were  here,  when 
we  were  drafting  the  marketing  act,  we  thought  we  had  gotten  the 
bill  they  wanted,  but  then  they  went  off  and  repudiated  it  and  said 
that  the\  did  not  have  a thing'in  the  world  to  do  with  it,  that  it  was 
not  their  baby. 

'Every  man  who  has  appeared  before  the  committee  I have  pinned 
down  along  those  lines  and  requested  him  to  submit  to  us  a plan,  to 
agree  to  something  among  themselves  and  submit  to  the  committee. 

Now  they  have  agreed?  They  came  in  here,  as  I have  understood 
it,  and  submitted  to  us  a threefold  plan ; one  embracing  the  deben- 
ture, the  other  cost  of  production,  and  the  other  the  equalization  fee. 
That  is  the  plan  of  those  who  are  the  responsible  heads  of  agricul- 
ture in  the  United  States. 

Now,  inasmuch  as  I have  assumed  the  responsibility  of  crowding 
those  gentlemen  for  that  information  and  they  have  given  it  to  us, 
I want  to  suggest  to  this  committee  that  we  have  hearings  on  the  plan 
and  consider  them. 

The  Chairman.  We  have  had  two  sets  of  hearings  on  this  specific 
jiroposition  already.  I do  not  want  the  impression  to  be  left  in  the 
record  that  the  committee  has  declined  to  have  hearings,  because  we 
have  already  had  two  sets  of  hearings  on  this  proposition. 
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Mr.  Larsen.  I not  only  want  this  commit  toe  to  have  hearings,  l>ut 
1 want  the  committee  to  go  on  record  as  a committee  and  to  dispose 
of  tliese  plans  one  way  or  the  other.  I wai  t some  action  on  it. 

Mr.  Adkins.  May  I ask  this  (jiiestion  of  the  gentleman?  Mlien  we 
reported  out  the  Haugen  bill  at  one  time,  a situation  arose  where  the 
committee  thought  that  the  best  thing  they  could  do,  because  of  the 
diversity  of  opinion — which  was  an  hone.st  diversity  of  opinion — 
was  to  report  out  the  Haugen  bill  and  ask  f(>r  a rule  to  make  in  order 
the  Tincher  bill.  As  one  member  of  the  committee  I know — the  rest 
of  you  can  speak  for  yourselves — that  action  was  ridiculed,  because 
we  brought  out  a double-headed  proposition.  They  asked,  “ Why 
didn’t  you  bring  out  a specific  plan?  ” There  was  great  criticism 
along  that  line.  Now  you  come  along  and  sugge.st  that  we  bring  out 
a hydra-headed  proposal. 

Mr.  Larsen.  If  the  gentleman  desires  to  ask  me  a question,  what 
is  the  question  he  has  in  mind  ? 

Mr.  Adkins.  The  question  was  on  the  sjiecific  proposition  which 
they  brought  out  at  that  time 

The  Chairman.  The  time  of  the  committee  has  elapsed  and  the 
committee  must  now  adjourn.  The  gentlemen  can  finish  their  dis- 
cussion of  this  on  Friday.  We  will  meet  on  Friday  morning  at  10 
o’clock. 

(Whereupon,  an  adjournment  was  taken  until  Friday,  May  13, 
1932,  at  10  o’clock  a.  m.) 

Statement  Submitted  bt  Reteesentaiu'e  Walt.  Doxey 

Scott,  Miss.,  June  2,  1932. 

To  the  Committee  on  AGRicn.TURE  fo  the  House  of  RBs^RESENTATiras. 

Washinuton,  I).  C. 

Ge;ntiemen  : With  your  permission,  I desire  to  sui)mit  the  following  analysis 
and  critici.sm  of  the  amendments  to  the  agricultural  marketing  act  as  [woposed 
by  H.  R.  11866,  a bill  to  amend  the  Federal  Farm  Board  act,  introduced  in 
the  House  of  Representatives  by  Representative  Fulmer.  Ttie  identical  amend- 
ments are  also  proposed  by  S.  4.o36,  a bill  to  amend  the  agricultural  marketing 
act.  introduced  by  Senator  McNary  in  the  Senate. 

On  behalf  of  the  thousands  of  unorganized  cotton  farmers  of  America,  who 
are  not  represented  by  marketing  agencies,  paid  lobl)yists,  or  salaried  officers 
or  employees,  and  who  must,  perforce,  look  to  tlieir  elected  and  accredited 
representatives  in  the  National  Congress  for  consideration,  I wish  to  enter 
this  protest  against  the  amendment  of  the  agricultural  marketing  act  in  the 
manner  proposed  by  the  Fulmer  and  McNary  bills. 

By  way  of  introduction  and  as  an  evidence  of  my  vital,  personal  interest 
in  tlie  sul)ject  matter  under  discussion,  you  will  pardon  a brief,  purely  iiersonal 
statement : 

I am  engaged  in  the  business  of  farming,  actually  residing  upon  the  farm 
and  personally  supervising  and  directing  the  oi)eration  of  three  cotton  planta- 
tions in  the  Mississippi  Delta,  aggregating  approximately  50,000  acres,  of 
which  approximately  2,3.000  are  planted  annually  to  cotton,  upon  which  planta- 
tion we  produce  annually  from  fifteen  to  eighteen  thousand  bales  of  cotton  and 
.seven  to  nine  thousand  tons  of  cottonseed.  Our  organization  is  not  engaged 
in  any  business  of  any  character  whatsoever  save  the  production  of  cotton  and 
other  agricultural  products,  com.  alfalfa,  oats,  etc.  Our  cotton  is  msirketed 
locally,  some  of  it  through  cotton  factors  of  Memphis,  Tenn.,  and  some  through 
the  Staple  Cotton  Cooperative  Association,  of  Greenwood,  Miss.  I do  not  wish 
an.vthing  contained  in  this  document  to  he  construed  as  evidencing  any  hostility 
on  our  part  to  the  theory  of  cooperative  marketing,  and  for  this  reason  here 
state  that,  in  my  judgment,  properly  operated,  farmer-owned,  farmer-controlled 
cooperative  marketing  associations  have  an  important  place  in  the  industry,  and 
can  and  do  render  valuable  .service  to  the  grower  members.  For  some  years 
past  we  have  marketed  from  ten  to  twelve  thousand  bales  of  our  crop  very 
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i^atisfncturily  tlmnigh  the  instrumentaUty  of  a rixjperative  nuirketiiijr  asso- 
ciation. 1 believe,  however,  tliat  when  complete  an<l  iiuiepeinlent  control  of 
a cooperative  markt'tinjr  association  is  surrendered  to  a ;^,w'erninental  agency, 
or  wlien  sucii  :in  association  iiccoinos  so  obligated  to  governmental  agencies 
as  to  lose  its  independence,  or  when  an  association  undertakes  to  function 
upon  loans  or  sulisidies  fnan  the  Federal  Government,  or  when  associations 
seek  to  stabilize  prices,  fix  prices,  or  play  an  important  ikut  in  any  staliilization 
movement,  they  lose  their  usefulness,  they  invade  a field  in  which  they  were 
not  created  to  operate,  and  attempt  the  perforniame  of  functions  not  within 
their  scoi»e. 

The  two  hills  above  specifically  des<*ribed  iirop*^ise  identical  amendments:  for 
this  reason  and  for  the  sake  of  brevity  I shall  hereinafter  refer  to  Thom  as 
the  “proposed  aniendnients  to  the  agrh-ultural  marketing  net." 

The  proiMised  amendments  have  as  their  purpose  the  enlargement  of  the 
scope  of  authority  of  the  Federal  Farm  Board,  authorizing  it  to  put  into  effect 
one  or  more  of  thr<‘e  plans,  auihorized  under  headings  entitled  Title  No.  1. 
Title  No.  2,  and  Title  No.  3,  respectively. 


GENKRAL  PROVISIONS 

Before  atti'iiipting  to  apply  the  remedies  jn-ovided  for  by  either  or  any 
of  the  three  titles,  it  is  propos<'d  that  the  Fanii  Bf»ard  shall  ascertain  in 
advance  of  the  marketing  season  whether  there*  will  or  wiil  not  he,  during 
the  ensuing  year,  a “seasonal  or  year’s  total  surplus  produced  in  the  United 
States  and  national  in  extent  that  is  in  excess  of  the  requirements  for  orderly 
marketing  of  any  agricultural  commodity,  or  in  excess  of  domestic  requirements 
for  the  commodity.'’  F"urther.  the  hoard  i<  called  upon  to  determine  the  cost 
of  production  of  any  agricultural  commodity  and  that  this  cost  has  “been 
as(‘ertaiiied  to  be  in  excess  of  pre\ailing  market  price  secured  by  growers  for 
siK*h  commodity.”  Further,  the  board  is  required  to  determine  how  nuich  of 
any  given  commodity  to  l>e  produced  \^'i^  be  required  for  domestic  consump- 
tion. and  how  much  will  he  required  to  take  care  of  demands  of  foreign  con- 
sumers. As  applied  to  the  commodity  cotton,  it  may  be  said  with  certainty 
that  it  is  not  humanly  possible  for  the  Farm  Board,  or  any  human  agency 
in  existence  or  that  can  ho  created,  to  determine  in  advance,  with  any  sort  of 
degree  of  ac<'uracy,  either  the  quantity  of  cotton  to  be  produced  during  the 
ensuing  season,  the  cost  iter  pound  of  production,  the  quantity  that  will  he  con- 
sumed by  domestic  mills,  or  the  quantity  that  will  he  required  to  meet  demands 
cif  foreign  mills. 

{a)  Production. — The  “marketing”  season  for  cotton  begins  about  .Tuly  1; 
hence,  it  will  become  necessary  for  the  board  to  determine  the  approximate 
carry-over  from  the  preceding  year's  crop  and  the  probable  yield  from  the 
growing  crop  not  later  than  June  each  year.  Our  efficient  Department  of 
Agriculture  does  not  hazard  a guess  at  the  probable  size  of  the  crop  until  shortly 
after  August  1,  and  then  is-  usually  wide  of  the  mark  to  the  extent  of  millions 
of  bales.  F(U'  example,  on  August  8,  1031.  the  department’s  estimate  of  the 
crop  was  in.AHJ.lKX)  bales;  the  final  turn  out  was.  in  round  figure.s,  17.00<MX>0 
bales.  Keccturse  need  only  be  had  to  <*rop  estimales  made  during  the  i>asl  10 
years  t(»  convince  one  of  the  utter  impossibility  of  determining  early  in  the 
season  the  size  of  the  crop  that  will  be  harvested. 

ih)  Cofit, — It  is  not  po.ssible  to  determine  with  even  approximate  accuracy 
the  cost  of  production  of  cott»>n  until  the  crop  is  actually  harvested  and  ready 
fi>r  market.  The  first  and  must  esstuitial  favt^r  in  determining  cost  of  pro- 
duction is,  of  course,  the  quantity  produced  upon  a given  area;  as  applied  to 
cotton  the  number  <d*  i)oiuid.s  produced  per  acre  is  a material  factor  in  deter- 
mining c'osi  of  prodiH’tion.  To  illustrate;  Upon  our  centi'al  plantation  wo  pro- 
duced 27G  pounds  of  lint  cotton  per  acre  in  1930  as  compared  witli  474 
pounds  in  192tl.  In  each  of  the  two  years  taxes,  salaries,  interest,  labor  costs, 
in  short,  all  fixed  charges  remained  the  same.  The  difference  in  the  size  of  the 
crop  was  brought  about  by  a drouth,  which  did  lud  affect  the  cost  of  oi»er:iting 
the  proiHTty;  hence,  the  cost  per  pound  of  the  two  cro])s  varied  enormously. 
The  cost  of  producing  any  given  crop  can  not  he  used  as  a criterion  for  deter- 
mining the  cost  of  another  crop.  This  is  a fact  tm)  well  kown  to  every  farmer 
in  America  to  require  elaboration. 

(c)  Domestic  crmsuvnitiou.—l  challfuige  the  ability  of  any  agency  to  <leter- 
mine.  at  the  beginning  of  tiie  season  with  any  degree  of  accura(*y.  the  i»rohal)le 
consumption  of  cotton  during  the  ensuing  sea.son. 
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id)  Forciijn  connumption. — The  amount  of  Ann*rican  cotton  that  will  l)e  Con- 
sumed hy  foreign  spinners  is  too  vaiiahle  to  aoniit  of  intelligent  estimation. 
The  quantity  of  cotton  grown  in  foreign  couniries  will  each  year  play  an 
important  part,  the  comparative  price  heiwi^en  American  and  f<»reign  growths 
will  he  a factor,  economic  conditions  in  foreign  c<mntries  can  not  !>e  accurately 
forecast,  wars  can  not  be  foreseen. 


TITI.E  NO.  1 


I nder  this  title  the  proposed  remedy  i.s  the  so-called  stahilixation  j)lan,  which 
has  been  repeatedly  proposed  to  ('digress  in  tin  past.  Under  this  plan  it  is 
prcqtosed  that  whim  the  hoard  shall  have  accomidished  the  impossible  feats  of 
detiuanining  the  size  of  tiie  crop,  the  cost  of  i>ro(luction.  the  (piantity  tliat  will 
be  used  by  domestic  consumers,  and  (pmntity  that  will  go  for  ext>ort,  and  from 
these  facts  sliall  have  determined  the  probable  surplus  and  the  iiuantity  of 
cotton  which  must  be  removed  from  the  market  in  order  to  maintain  the  price 
at  a figure  not  lower  than  tlie  predetermined  cost  of  production,  it  shall  then 
contract  with  cooperative  marketing  association.^  for  the  withinddiiig  by  said 
associations  of  a given  quantity  of  cotton.  It  goes  without  saying  that  the 
.association  will  not  be  permitted  by  its  members  to  withhold  their  cotton.  It 
will,  therefore,  be  necessary  for  the  association  to  purchase  the  quantity  of 
cotton  which  it  is  propostni  to  withhold,  either  from  grower  members  of  the 
association  or  nonmeniber  growers,  or  both.  To  provide  funds  for  this  and  to 
prevent  loss  to  governmental  agencies  on  accoum  of  this  transaction,  the  pro- 
posed amendment  provides  for  levying  and  colleciing  of  an  “equalization  fee  “ 
against  all  cotton  produced. 

It  will  be  here  noted  that  the  size  of  this  fee  is  to  be  determined  in  advance 
of  marketing  of  the  croi>.  and  is  t<f  he  determined  from  findings  of  the  lioard 
regarding  the  size  of  the  crop,  amount  of  sur]dus.  etc.  It  occurs  to  me  that 
for  absolute  proof  of  the  uiisoimdness  of  the  stahilization  plan  we  need  only 
point  to  very  recent  history ; history  yet  in  the  making.  The  Farm  Uoaril 
attempted  to  peg  the  price  of  the  1930  ci’op  at  Id  cents.  Its  efforts  have 
resulted  in  a loss  to  the  Federal  Government,  estimated  upon  present  values 
of  more  than  $150,000,000,  and  have  hanknipted  every  cotton  cooperative  market- 
ing association  in  America,  and  notwithstanding  these  disastrous  results  the 
price  of  July  cotton  delivered  in  New  York  is  to-day  5 cents  a pound.  The 
1930  crop  was  slightly  less  than  14,CM»0,CktO  hales;  to*“  have  taken  care  of  the 
loss  sustained  would  have  required  an  equalizalinn  fee  of  more  than  $10  a 
bale  (U*  2 cents  pound.  The  memlKU's  of  your  committee  must  of  necessity 
he  too  familiar  with  the  failure  of  this  i*roposed  plan  to  function  in  the  t)ast 
to  refiuire  extended  argument  to  demonstrate  its  futility.  The  iinjxtssibility 
of  determining,  with  accuracy,  e.ssential  factors,  ami  impo.ssibility  of  counter- 
acting or  aborting  fundamental  economic  laws  preclude  the  possil)ility  of 
relieving  the  unfortunate  agricultural  conditions  by  means  of  the  so-calle<l 
stabilization  plan,  by  purchasing  a surplus,  particularly  where  tlie  funds  for 
purchasing  that  surplus  are  to  be  derived  from  a tax  against  the  commodity 
produced. 

TITLE  NO.  2 


Under  this  title  it  is  made  the  duty  of  the  ?^ecretary  of  the  Treasury  to 
issue  “ to  any  farmer,  cooperative  association,  or  other  person  on  application 
therefor”  an  export  debenture  at  the  rate  of  4 cents  per  pound  on  all  cotton 
winch  the  applicant  may  export.  This  dehenture  becomes  an  obligation  of  the 
Federal  Government  and  is  acceptable  hy  the  Government  in  payment  of  cus- 
toms, duties,  etc.,  and  is  redeemable  by  the  Go\ eminent  from  fui.ds  derived 
from  the  collection  of  tariffs.  The  fundamental  weakness  of  this  plan  is  the 
ntler  inqxtssibility  of  passing  its  benefits  on  to  the  actual  producer.  The  aver- 
age farmer  produces  less  than  10  bales  of  cotton  per  season.  Ordinarily  he 
takes  his  cotton,  as  it  is  ready  for  the  market,  to  the  village,  neighborhood 
gin,  or  cross-roads  store.  An  enormous  amount  of  this  cotton  is  sold  hy  the 
producer  to  the  ginner  before  it  is  ginned,  or,  as  it  is  known  in  the  belt*  “in 
the  seed.” 

The  ginner  conditions  the  cotton  hy  ginning  and  baling  it,  warehouses  the 
cotton,  and  when  possessed  of  a sufficient  quantity  sells  it  to  a local  buyer  or 
cotton  shipper.  It  is  utterly  impossible  for  the  ginner  or  local  buyer  to  deter- 
mine at  the  time  what  part,  if  any,  of  this  cotton  will  move  for  export.  The 
4-cent  premium  can  not  be  allowed.  It  is  entirely  possible  that  a foreign 
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situation  may  develop  under  which  the  price  l>eing  paid  in  the  foreign  couutp’ 
is  greater  than  the  price  being  paid  in  America;  all  kinds  of  inequalities  will 
exist  to  make  it  iinpossii)le  for  the  buyer  at  the  time  of  his  jiurchase  to  allow 
ihe  seller  the  benefit  of  the  debenture.  Another  objection  to  this  proposal 
is  that  it  provides  for  a 4-ceut  premium  eii  all  teiiderahle  cotton  ; that  is  to  say, 
on  every  bale  of  cotton  above  low  middling,  without  reference  to  length  of 
staple.  The  exporter  of  a bale  of  low  middling,  seven-eight  inch  cotton  will 
he  entitled  to  the  same  preiuiuni  as  will  be  paid  to  the  exporter  of  a bale  of 
•strict  or  good  middling  inch  and  five-sixteenth.s  cotton.  No  consideration  is 
Idven  to  the  greatly  increased  cost  of  producing  the  latter  grade  and  staple 
over  the  former,  yet  it  is  well  known  tliat  the  iiroduction  cost  of  loug-siaple 
ceiton  is  considerably  greater  than  is  the  cost  of  production  of  short  cotton. 
Still  another  weakness  in  this  plan  is  the  authority  given  to  the  board  to 
rataldy  reduce  tlie  size  of  the  debenture  in  i»roportion  to  an  increase  in  produc- 
tion of  the  commodity.  The  Federal  Government  is  expending  millions  of 
dollars  in  sundry  irrigation  and  reclauiation  projects,  designed  to  bring  into 
cultivation  thousands  of  acres  of  land  which,  when  irrigated  or  reclaimed,  will 
be  plnnte<l  to  cotton.  Increased  acreage  resulting  from  redamation  projects 
and/or  from  extending  the  area  of  the  Cotton  Belt  is  a condition  beyond  the 
control  of  farmers  now  engaged  in  the  business.  Production  can  not  be  eon- 
rrolled  even  approximately  by  increasing  or  decreasng  acreage  planted. 
Pniduction  is  dei»eudeiit  largely  upon  climatic  conditions.  If,  by  an  act  of 
God,  ibe  farmer  experiences  an  unusually  favorable  season  and,  therefore, 
raises  a creq)  above  the  ;Vyear  average,  tile  price  of  his  commodity  will  go 
down  automatically  and  at  tlie  same  time  he  will  be  penalized  under  this 
provision  of  the  bill  l>y  having  his  delienture  reduced. 

TITLE  NO.  3 


With  all  possilile  deference  to  the  author  or  authors  of  the  proposed  amend- 
ments, it  occurs  to  me  that  the  proposal  contained  under  this  title  and  known 
generally  as  the  “allotment  plan"  is  too  absunl  and  too  apparently  impracti- 
cal and  impossible  to  require  (extended  argument  or  crith  ism. 

By  this  title  it  is  made  the  duty  of  the  Farm  Board  to  “ascertain  and  make 
public  the  part  of  tlie  domestic  production  of  any  tigricultural  product  which 
is  needed  for  domestic  consumi>tion/‘  Mark  you,  that  to  he  of  any  use  this 
“ascertainment  ” must  be  made  prior  to  the  heginniiig  of  the  marketing  season. 
Having  iiredetermined  the  amount  of  crop  that  will  he  used  in  domestic  con- 
sumption, the  act  then  provides  that  the  portion  of  the  commodity  which  it 
lias  been  decided  will  be  used  domestically  mny  enter  the  market  at  a price 
per  unit  “ nut  less  than  <*<)st  of  prodiUcti<m  of  sm*h  comna>dity  as  ascertained 
by  the  Federal  Farm  Board  for  the  year  during  whb'h  such  commodity  was 
produced.”  It  is  inconceivable  to  the  aver.*ige  cotton  farmer  tliat  the  proponents 
of  this  plan  could  have  seriously  lielieved  in  its  practicability.  Tliere  is  but 
one  conceivable  way  in  wlii(*h  the  jtlan  could  lie  }*ut  into  etYect,  and  I am  con- 
strained to  believe*  that  that  method  was  in  the  mind  or  minds  of  the  men 
resi)onsil)le  for  the  proposed  amemlments.  viz.  tliat  all  producers  of  cotton  in 
America  shall  become  member.s  of  the  American  ('otton  Cooperative  Associa- 
tion. that  no  grower  in  America  sell  a single  pound  of  cotton  produced  by  him, 
but  that  all  of  it  shall  he  turned  over  to  this  superassociation.  This  asso- 
ciation, then  controlling  all  of  the  croj),  will  siipldy  a certain  amount  for  domes- 
tic consumption,  export  a certain  amount  for  foreign  c<»nsumptioii,  and  withhold 
a certain  aiiuuint  in  order  to  maintain  the  [>rice  at  “ protluction  cost — a beau- 
tiful theory,  wholly  iuipra<*ticahle  of  consumnmtiun.  If  this  theoretical  con- 
dition should  exist,  the  three  plans  might  he  applied.  The  cotton  of  all  the 
growers,  being  in  a single  pool  and  the  marketing  thereof  instrusted  to  a 
single  organization,  the  Farm  Board  might  then,  under  paragraph  1 of  section 
14  of  title  3.  issue  a proclamation  forbidding  absolutely  the  importation,  directly 
or  imlirectly,  of  any  cotton  or  any  substitute  for  cotton,  or  any  manufactured 
]>roduct  of  cotton  into  the  United  States.  The  snporassociation  could  then  name 
the  price  at  which  it  would  supply  the  needs  of  tlie  domestic  mills,  could  ship 
such  cotton  as  foreign  consumers  would  purchase  into  other  countries  and 
receive  the  4 cents  bounty,  bonus,  or  dehenture,  and  carry  over  such  suridus 
as  could  not  he  disposed  of.  either  borrowing  from  the  Federal  Government 
funds  with  which  to  defray  ex]>ense  of  acquiring  the  surplus  Jroin  the  grower 
members  and  carrying  it  for  an  indefinite  length  of  time.  Soviet  Russia  set 
an  example  in  national  socialism,  but  has  not  dared  go  (piite  this  far. 
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More  than  85  cent  of  the  farmers  of  America  have  evidenced  their 
lack  of  conlidence  in  the  theory  of  cooperative  marketing  by  declining  to 
affiliate  themselves  with  such  organizations,  md withstanding  the  many  lures 
that  luive  been  cast  before  them,  the  vast  amount  of  propaganda,  much  of  it 
circulated  at  governnieiital  exixmse,  the  efforts  on  the  part  of  Congress  to 
stimulate  interest  on  the  part  of  farmers  in  cooperative  marketing.  Eutopian 
conditions  for  agriculture  can  not  be  established  by  legislation.  Economic 

disregarded ; certain  consequences  inevitably 
question  the  farmer  of  America  has  been 
by  being  forced  to  function  under  artificial 
conditions;  he  must  sell  his  commodities  on  world  markets  and  buy  those 
things  which  are  essential  in  a restricted  and  protected  market.  The  inev- 
itable consequence  of  this  is  that  agriculture  can  not  succeed  as  an  industry 
or  a business,  but  can  continue  to  exist  only  w^hen  practiced  by  the  individual 
willing  to  endure  the  hardships  incident  thereto  and  prepared  to  produce  on 
his  farm  the  necessities  of  life  as  did  the  picmeers  in  the  days  of  old. 

Concluding,  permit  me  to  repeat  that  in  the  name  of  millions  of  farmers 


huvs  can  not  he  permanently 
follow  certain  acts.  Without 
unjustly  discriminated  against 


for  whom  the  lobyists  in  Washington  are  not  authorized  to  speak,  to  urgently 
protest  against  adoption  of  the  proposed  amendments  which  are  unsound, 
imi)Ossible  of  performance,  un-American,  and  utterly  socialistic.  Let  me 
further  urge  that  advantage  be  not  taken  of  the  present  unfortunate,  neces- 
sitious  position  of  the  farmer  to  coerce  him  into  unwilling  membership  in  a 
marketing  association,  in  which  he  has  no  confidence  and  which,  by  past 
performance,  has  not  merited  his  confidence,  or  to  force  him  into  a condition 
little  short  of  servitude  by  saying  to  him  that  he  may  own  his  land,  till  it, 
work  and  sweat  and  suffer  to  produce  a commodity,  then  turn  it  over  to  be 
marketed  in  accordance  with  a theory  in  which  he  has  no  confidence,  to  be 
deprived  of  his  independence  and  the  right  to  deal  witli  the  commodity  which 
he  has  produced  in  accordance  with  dictates  of  his  own  judgment. 

Respectfully  submitted. 


Oscar  Johnston. 
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